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The demand for power in the section served is 
estimated at present to be over ten times 
greater than will be eventually developed by 
this Company. 
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HIS magazine is now in its stxth year. We have twice increased our reading pages 
recently, so that the magazine is now 50 per cent. larger. 
In our early issues we blocked out for ourselves the field of practical, conserva- 
tive speculation and investment. These subjects are always inextricably mixed and com- 
bined. We consider them together or separately, as occasion arises. So far as practicable, 
we classify our matter into speculative articles or investment articles, according to their 
predominating character. Thus we have a Bond Department, Public Utility Department, “ 
Investment Department, Traders’ Department, statistics, the current financial situation, etc., 
—in addition to general articles and editorials. 
We have endeavored to develop each department in a systematic and well-ordered 
growth, and to add new features as demand for them appeared. As the magazine broadened 
out, we concluded that the name “The Ticker and Investment Digest,” under which it 
was at first published, did not fully represent us, so we changed the title to THe MAGAZINE 
or Watt Street. We also began to issue THe Trenp Letter, giving our opinion as to 
the general trend of the stock market. 
We can see that our work is not without its effect. We have always discouraged 
the gambling kind of speculation; and there is less of it today than ever before within 
the memory of the present generation. We have promoted careful, intelligent study of 
market conditions; and there is more of that kind of study now than ever before. We 
have counseled the public to buy in the panics and sell on the booms; and it is the universal 
testimony of brokerage houses that a larger proportion of the public does this now than 
ever before. We have insisted that there is a science of speculative investment; and 
more people are ready to admit that today than ever before. 
In the beginning, we laid down a rule for the selection of our articles. 
still in force today. It is this: 
“WILL THIS ARTICLE HELP OUR READERS MAKE MONEY?” 


And many readers have written us or stated to us that they have made hundreds or 
thousands of dollars as a result of ideas obtained from our columns. 

We feel that we have a record of achievement behind us, and we take satisfaction in 
it because it has been independently won. We have truckled to nobody, curried favor 
with nobody, have never relaxed our standard of honesty toward our readers, and we 
wear the collar of no special interest. 

We hope to make the history of this magazine one of systematic and continuous progress 
in the rendering of a practical benefit to readers. 


That rule is 





What Our Subscribers Say About Us 








Eugene, Oregon, January 1, 1913. Oklahoma City, December 23, 1912. 


“...++.T have received word from my mag- “|... . Be sure to send me the January 
azine agent that my sibscriptions for this nymber at once, as I want to read it NOW.” 
year were delayed. As I am loath to lose —G P. B. (Real Estate Man.) 
a copy of your publication, will you kindly ‘6 és 
o ag 7 
H. we I get the January number; Toledo, Ohio, January 9, 1913. 

. as 8 yt Your magazine is of such value that 

Scranton, Pa., January 8, 1913. I can’t afford to let a copy go astray.”— 

* ealen Enclosed please find 25 cents for a A. W. Pare. 


copy of the January number of THE Mac- 
AZINE OF WALL Street. Am pleased to report 
the receipt of other copies ordered. As I 


Scottdale, Pa., January 3, 1913. 
vouies I have been getting your valued 





told you before, I sometimes have some 
little difficulty in getting my copy, but 
omy find it well worth the trouble.”— 
Le. S 


magazine at the newsstands and have had 
to miss several copies, so I am _ sending 
my subscription to avoid this.”.—A. B. L. 
(Business Man.) 











‘UBIIOP IW ‘SsoAezy 
‘Aaa9N ‘(jasunoy) ssAus9juqQ, ‘(ueUIsIeYyD) Ofng ‘Aj1aysneg ‘sauIXAg ‘sudAz}g ‘Ppl[eozy :9[qe) Je Pozeos ‘Fy SIU 0} WaT 
AOINAXAND AGNV ONIANVA NO AALLINNOD ASNOH 


>a 


o> 
ig ; 
i 


4 
wy, 




















oS. ae 





a 





























THE MAGAZINE 
WALL STREET 


(FORMERLY THE TICKER AND INVESTMENT DIGEST) 























SCIENTIFIC INVESTMENT FOR EVERYBODY. 








Vol. Eleven 


FEBRUARY, 1913 


No. Four 














The Stock Exchange and the Pujo Committee 


Frank Comments By One Who Knows 








[The following suggestive article is contributed to our columns by a gentleman 


thoroughly f 


with the affairs of the Stock Exchange, who does not care to have 


his name mentioned in this connection. We can assure our readers, however, that his 
comments are worthy of careful consideration.] 


HE way it strikes me is that both 
the Stock Exchange and the Pujo 
Committee are good and useful 

organizations, and it’s a pity they can’t 
understand each other better. 

Nobody who has any intelligent idea 
of what he is talking about will contend 
that we could get along without stock 
exchanges. Whenever a lot of people 
are going to buy and sel! ch same thing, 
it’s nothing but ordinary horse sense for 
them to get together, so as to buy and 
sell to the best advantage. And when 
buyers and sellers are scattered all over 
the world, the business must be done 
through responsible brokers, and the re- 
sponsible brokers band together to keep 
out the irresponsible ones. That’s all a 
stock exchange is, in essence. 

A stock exchange is not only a free 
market for stocks, but also for capital. 
It’s the place where the idle money and 
the unused opportunity get together and 
both get busy. The opportunities are 
represented by the stocks and bonds of 
corporations doing all sorts of different 
businesses. These are the “offers.” The 


various sums of money, temporarily idle 
and looking for a job, are the “bids.” 

Capital is bound to have this free mar- 
ket. If it doesn’t find a free market in 
America, only a bill of exchange at a 
trifling expense is necessary to put the 
capital in Europe, where there are plenty 
of free markets. In fact, if some of our 
shallow-pated radicals (and that doesn’t 
mean that all radicals are shallow-pated. 
by any means) could get their wish, and 
could kick the New York Stock Ex- 
change off the Battery into the bay they 
would soon find that they had kicked off 
a great quantity of capital along with it. 
And capital is the steam which drives 
the engine of production. 

The business of the Stock Exchange 
would go to London, that would be all. 
Well, perhaps not all, exactly. We would 
doubtless have a panic or two first, be- 
cause of the general upheaval and be- 
cause investors would have lost confi- 
dence in the sanity of the American peo- 
ple. But after the wreckage was cleared 
up we should find ourselves just about 
where we were before, except that we 





222 


should be a little poorer, and London 
would handle our capital for us and our 
business in buying and selling active 
stocks. 

Indeed, we may go further and say 
that any considerable restrictions on 
the business of American stock ex- 
changes would have the effect of send- 
ing most of the buying and selling or- 
ders to London. The mere cost of a 
cablegram is all that separates New 
York from the London Stock Ex- 
change. Any restrictions that more 
than equaled the cost of the cable 
would send the business to London, 
and the most ingenious lawyer in the 
world couldn’t frame up a law that 
would keep it here. 

A popular writer has said that the 
abolition of the Stock Exchange 
“would precipitate a panic compared 
with which the upheavals of 1873, 1893 
and 1907 would be mere tremors.” 
Presumably it would. Certainly it 
would represent such a wanton disturb- 
ance of established conditions as would 
result in great hardship without any 
corresponding gain. For the free 
movement and exchange of capital and 
securities are necessary to the steady 
employment of labor and to the sale 
of the farmer’s products at profitable 
prices. 

* * * 

THERE is just as much to be said in 

favor of the usefulness of the Pujo 
Committee. The members of this com- 
mittee don’t know much about the stock 
exchanges and don’t pretend to. They 
want to know, and so does the whole 
country. There is no earthly reason why 
they shouldn’t. 

Congress has given the committee 
the power to summon any witness and 
ask him any questions. The commit: 
tee has employed a shrewd lawyer to 
help it get at the facts. His methods 
are often lacking in courtesy. He can’t 
realize that he is now representing a 
public inquiry, and not simply trying 
to win a case. But after all that is un- 
important. The main thing is to get 
at the facts. Facts never hurt any- 
body. If they are good, it is to the ad- 
vantage of the stock exchanges to have 
them known. If they are bad, then 


they should be known so that they 
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may be remedied as soon as possible. 

The public should not imagine that 
the real opinion of Wall Street as to 
the activities of the Pujo Committee is 
represented by the gossip chronicled 
by financial reporters who circulate 
among the brokerage houses and chat 
with the “chair-warmers.” The opin- 
ions which really count in Wall Street 
are never easily obtainable. There are 
plenty of wiseacres loafing around the 
offices who will gladly tell you how to 
run the government, the courts, the 
U. S. Steel Corporation, and all other 
public affairs. And their expressions 
of opinion are worth just what they 
cost. It is unfortunately true that 
most of the newspaper comment on 
the Money Trust Inquiry has been 
singularly unintelligent. 

The real Wall Street is not confined 
to the financial district. It comprises 
investors and financial men all over the 
country, whose orders come in over 
telephone or telegraph, or who drop in 
quietly to glance over the quotation 
board on the way to luncheon. The 
opinions that would be worth having 
are exchanged in private conversation 
behind closed doors, or in the casual 
meeting of friends on the car or at the 
club. 

I am not saying that I think this is 
the way it ought to be. On the con- 
trary, it seems to me it would be much 
better if the real Wall Street would 
make more of an effort to take the big 
public into its confidence. But this is 
the way it is. And we must remem- 
ber that the real Wall Street is very 
busy, for it includes many of the most 
active business brains of this country. 

* * * 
I‘ was plain enough to anybody who 
read the verbatim reports that the 
Pujo Committee and the stock ex- 
change men who testified before it 
didn’t come within hailing distance of 
a mutual understanding. 

Take the subject of manipulation, 
for example. The committee’s counsel 
asked this question: 

“Ts it legitimate for a member of th> 
Exchange to give an order to sell a 
certain amount of stock to one broker 
and an order to buy the same amount 
of the same stock to another broker?” 
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“So long as there is no collusion and 
the commissions are paid, it is not il- 
legitimate,” was Mr. Sturgis’ reply. 

This was an answer, but it was far 
from being an explanation. Probably 
the members of the committee got no 
real light from the reply. Why should 
they, when many members of the Ex- 
change themselves could not explain 
the difference between “wash sales” 
and “matched orders”? Mr. Unter- 
myer’s carefully worded question left 
it uncertain which he meant. 

In such a case, if there was collusion 
between the brokers executing the or- 
der, it would be a “wash sale” and 
would be punishable by the Exchange 
if the collusion could be established, or 
even if the Board of Governors was 
morally convinced of collusion. If 
there was no knowledge on the part of 
either broker of the nature of the 
transaction, then it was a “matched 
order.” If matched orders are placed 
by a member of the Exchange, he is 
subject to discipline if the fact can be 
proved, but it can rarely be proved, 
because of the ease with which the of- 
fender can cover his tracks. 

If matched orders are placed by a 
person not a member of the Exchange, 
without the knowledge of the brokers 
executing the orders, the Exchange has 
no jurisdiction and cannot do anything 
about it. Here is a case, apparently, 
where the law might well step in and 
make the matching of orders criminal. 
It would be a very difficult crime to 
prove, but probably the habitual of- 
fender would eventually be brought 
to bar. - 

Later Mr. Untermyer made skillful 
use of Mr. Sturgis’ apparent admission 
in questioning Mr. Morgan: 

“Manipulation is a bad thing, is it 
not ?” 

“I think manipulation is 
bad.” 

“It has been testified here repeatedly 
that the Exchange governors regard 
manipulation as a legitimate thing.” 

“You have not had a majority of the 
governors here, have you?” 

“You disapprove of it, do you not?” 

“T do, sir.” 

As also do the Exchange governors 
and nearly all the members. 


always 


OW the facts are that “wash sales” 
have long been a thing of the 
past and that the Exchange itself, act- 
ing on the recommendations of the 
Hughes Committee, passed a rule a 
couple of years ago which practically 
sounded the death-knell of “matched 
orders.” The rule is simple, but effect- 
ive. It is to the effect that no broker 


can bid for a large block of stock and 
refuse to take any smaller lot than his 
bid calls for. 
fers, of course. 
With this rule in force, large orders 
cannot be exactly matched. 


The same applies to of- 


Suppose, 














J. PIERPONT MORGAN 
The Grand Old Man of Wall Street 


for example, an inactive stock is sell- 
ing at 40, and the manipulator wants 
to put it up. Formerly he could place 
matched orders for large lots at 40%, 
Y%, %,-and so on, creating an appear- 
ance of activity, and with little danger 
of having to take any stock, because 
it was improbable that any large sell- 
ing orders would be encountered and 
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small selling orders could not be exe- 
cuted on his bids. Now he has to take 
everything that is offered, small or 
large, on the way up. This makes the 
performance so expensive as to be im- 
practicable. He cannot now afford to 
put up the price unless he really wants 
the stock. 

Neither is it possible now for a 
broker to put up the price of a stock on 
bids for big lots, without taking small 
lots as offered. This was formerly a 
frequent method of manipulation, even 
without the use of matched orders. 

The public in general has no idea of 
the importance of this reform rule on 
the Stock Exchange. As an illustra- 
tion, the New York American recently 
published the following scare head: 
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state legislatures. Why call upon the 
Stock Exchange, an organization of 
brokers, to do the work of the govern- 
ment? 

On the sixth item the American 
says, “Nothing done,” yet preventive 
action, going straight to the heart of 
the difficulty, had been taken with rea- 
sonable promptness. The curious 
thing is that the American apparently 
doesn’t know it, or doesn’t connect the 
new rule with manipulation. It’s only 
an illustration of the heedlessness of 
much newspaper criticism. 

But the greatest cure for manipula- 
tion is publicity. There is no use go- 
ing to the expense and trouble of man- 
ipulating a stock to a price above its 
real value, unless you can sell your 


HUGHES COMMISSION’S WARNING TO THE 
STOCK EXCHANGE WAS UNHEEDED 


Three years nape Governor Hughes appointed a commission of the highest character 


to beidationte 


HUGHES COMMISSION 
RECOMMENDED: 


Adopt a rule that the governors shall have power to 


report upon the Stock Exchange. 
things, made these urgent recommendations: 


This commission, among other 


WHAT STOCK EXCHANGE 
DID: 


NOTHING DONE. 


decide when a “corner” exists, and fix a settlement price. 


Make it a misdemeanor for a broker to receive securities 


or cash from customer or to buy or sell after he has be- 


come insolvent. 


Books and accounts of members should be subjected to 


periodic examination. 


Prevent dealing for clerks of bank, 
moneyed corporation or banker. 


Compel filing of frequent statements of condition of 


companies whose securities are listed. 


Continuous manipulation should be discouraged, if not 
prevented, by prompt action of Exchange authorities. 


The first recommendation was not 
acted upon because corners on the 
New York Stock Exchange are a thing 
of the past. The second recommenda- 
tion was practically covered by the ac- 
tion taken on the third, as the Ex- 
change, in self-protection, would not 
permit an insolvent member to con- 
tinue doing business. The third and 
fourth were acted upon. Nothing was 


done on the fifth recommendation. In 
this matter, it would seem to me that 
corporation publicity should be en- 
forced by the national congress or the 


trust company, 


NOTHING DONE. 


Law Committee empow- 
ered to examine into dealings 
of members. 


Accomplished by stringent 
rule compelling broker to 
learn essential facts relating 
to every account. 


NOTHING DONE. 


NOTHING DONE. 


holdings to somebody else when you 
get it up there; and that you can’t do 
if the other fellow knows what it is 
worth. If the Pujo Committee decides, 
as a result of the information it is 
collecting about stock exchanges, that 
the most important thing is to pass 
laws requiring a complete and much 
more frequent exhibition of the condi- 
tion and business of all corporations 
whose securities are listed on ex- 
changes, they will find the New York 
Stock Exchange heartily with them in 
their efforts. 














THE abolition of trading on margin 
is a favorite prescription by those 


who speak before _ think, or with- 
out thinking at all. a man owns the 
Plaza Hotel for ot you will have 
to let him mortgage it if he wants to, 
won’t you? If so, you will have to let 
him mortgage his holdings of stock in 
the United States Realty Company, 
which owns the Plaza. 

A piece of real estate may be covered 
by first, second and third mortgages, 
and the equity in it may be sold again 
and again. The contract of purchase 
may be sold several times before any 
actual transfer of title takes place. 
You cannot justly say, “That’s all right 
on real estate, but all wrong on stocks 
and bonds.” 


The banks and trust companies lend 
from 60 to 80 per cent. on stocks satis- 
factory to them. You will have to let 
a private banker do the same, won't 
you? And a member of the New York 
Stock Exchange? 


Modern business is done on credit. 
This fact frequently causes heavy 
losses, not only to the business men 
who borrow the money, but to innocent 
parties as well—but no one thinks of 
prohibiting the use of credit. If a man 
can use credit in buying and selling 
potatoes, why shouldn’t he be permitted 
to use it in buying and selling stocks and 
bonds? 

The Hughes Committee recommend- 
ed that the Stock Exchange set a cer- 
tain fixed minimum for margins, so as 
to prevent overtrading on small capital. 
The Stock Exchange did not act on 
this recommendation, but left the mat- 
ter to the discretion of individual mem- 
bers. It is true that the margins now 
required by brokers are much larger 
than formerly. It is also true that the 
amount of money the customer has in 
the broker’s hands is no index of his 
resources. John D. Rockefeller doesn’t 
deposit any margin with his broker. 

Yet, after all this is said, I cannot 
see any real reason why the Stock Ex- 
change should not adopt a rule as to 
minimum margins, to be applied in 
all cases where the customer’s finan- 
cial resources are unknown to the 
broker. 
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ANOTHER point on which the 

Pujo Committee got very little 

light from the testimony was that of 

short selling. Mr. Morgan was asked: 

“Do you approve of short selling?” 

“T never did it in my life that I know 
of.” 

“Do you approve of it?” 

“I do not like it—not that I wish to 
criticize it at all, because I do not see 
how you will get along without it.” 

“Why can you not get along without 
a man selling something that he has 
not got, in the way of stock?” 

“That is a principle of life, I think.” 

At another point in the testimony 
the question came up of selling the 
New York Central Railroad “100 per 
cent. short”—that is, selling as much 
New York Central short as the amount 
of stock now outstanding. That seems 
to be the idea the public has of short 
selling. 

“Why, there’s no limit to it!” they 
say. “If a man can sell short just as 
much of this ‘wind stock’ as. he wants 
to, he can put the price down to suit 
himself.” 

No idea could be more mistaken. No 
financial interest in the world would 
be so crazy as to sell New York Cen- 
tral, or any other sound stock, 100 per 
cent. short. If such a stock goes down 
ten points without any good reason, 
the whole investment world is ready to 
pick it up. Idle money would rush 
into it. Owners of other stocks would 
sell out, and transfer their money into 
New York Central because it could be 
had at a bargain. The short seller 
would quickly find that he was simply 
silling into a bag and he would have 
to pay a pretty penny to cover his short 
sales at much higher prices. 

The fact is that short sales are cau- 
tiously made, and bought back again 
at frequent intervals. Any large short 
interest is soon found out by the trad- 
ers and is made a target until it is 
forced to cover. A short interest can 
always be forced to cover, because the 
seller realizes that he is in a perilous 
position. 

The public never seems to realize 
that every short sale has to be bought 
back. It eventually results in just as 
much buying as selling. And this idea 
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' 
of a flood of short sales depressing the 
market when conditions are otherwise 
satisfactory is pure moonshine. It can't 
be done. 

I see no essential difference between 
buying a stock first and selling it later, 
and selling the stock first and buying 
it back later. The effect on the market 
is pretty much the same. 

“But it is selling something that you 
haven't got,” says Mr. Untermyer. 
Yes, something you haven't got, but 
something you can get and must get. 
Why, 75 per cent. of the business of 
this country is done on advance sales— 
steel, apples, houses, pigs, whatever 
you like. And every advance sale is a 
short sale under another name. 

A letter to the New York Sun brings 
out some good points on this subject: 

It will be found that the large Wall 
Street financial institutions believe that 
short selling should not be abolished. 
They have many millions of Stock Ex- 
change securities in their loans. They do 
not wish low prices and desire a stable 
market. 

The Pittsburgh Stock Exchange closed in 
the 1907 panic and remained closed for 
some time because they had a narrow mar- 
ket; there was no _ speculation, no short 
selling, stocks had been bid up sky high, 
and when the drop came there were no 
bids; the “shorts” are often the only sup- 
port in a bad market. 

In New York city during the 1907 panic 
it was practically impossible to realize on 
mortgages, real estate or any personal 
property, except the securities dealt in by 
members of the New York Stock Exchange. 


Another illustration of the value of 
a short interest may be taken from the 
famous “Leiter deal” on the Chicago 
Board of Trade. On May 10, 1898, the 
July option in wheat sold at $1.25. As 
it was supposed to be cornered, there 
was practically no short interest. But 
as a matter of fact Leiter was not at 
that time supporting the July option, 
and after touching $1.25 the price 
dropped 20 cents a bushel in a few min- 
utes on sales of only a few hundred 
thousand bushels. 

On June 13, Leiter sold out his hold- 
ings of the September option, amount- 
ing to about 8,000,000 bushels. In this 
option there was a short interest, as 
everybody knew there would be wheat 
enough to go around by the end of Sep- 
tember. The result was that the mar- 
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ket took these enormous sales with a 
decline of only % of a cent a bushel for 
the day. 

It has been suggested that the short 
seller be required to give the number 
of the certificate which he will deliver. 
I suggest that in the same law a pro- 
vision be included that the farmer shall 
give the name and number of his pig 
when he sells it for future delivery at 
a fixed price per pound. 


ok * * 


R. UNTERMYER touched a num- 
ber of times upon the question oi 
bank loans to brokers. His program 
of legislation is said to include the fol- 
lowing: “Prohibition of loans by banks 
to brokers secured by stock which is 
really owned by the customers of such 
brokers to an extent greater than the 
broker’s equity in the stock.” 


This is something that rarely hap- 
pens, but it does occur occasionally and 
may be a cause of loss to customers. 
I see no real objection to such a law. 
It would make the bank and the broker 
a little trouble, but the system of hand- 
ling loans could be changed to meet 
the new requirements. 

In fact, the New York Stock Ex- 
change might well go further than this 
and guarantee the customers of its 
members against loss through failure 
of the broker, as is done in Paris and 
in Tokio. I believe that the business 
of the Exchange would be increased 
enough as a result of the protection 
thus afforded, to more than offset any 
occasional losses which the members 
might have to stand. Such action 
would also go a long way toward con- 
vincing the public that the Stock Ex- 
change can be trusted to manage its 
own affairs and to safeguard the inter- 
ests of its customers in every practi- 
cable way. 

The program is also said to include 
regulation of reserve redeposit pre 
visions of the National Bank Act in 
such a way as to forbid the redeposit- 
ing of reserves with New York City 
banks. This would amount to increas- 
ing reserve requirements for country 
banks, and would certainly strengthen 
their position. 

















Bank Reserves as an Index to the Market 








DITOR of THe MacGazine or WALL 
STREET : 

I read with much pleasure and inter- 
est your articles in THE MaGazINne or WALL 
Street, and consider them of great value in 
trying to forecast the economic future. There 
is, however, one question which | would like 
very much to have you discuss for the read- 
ers of the magazine, and that is the present 
value of the New York bank statement. 

Since the trust companies were taken into 
the clearinghouse as members I have been 
trying to get at the real condition of the New 
York money market from a statistical point of 
view, and find it rather difficult. In fact, since 
the growth of trust companies began so rap- 
idly about ten or twelve years ago and since 
their proportion of the banking business in 
New York, and, as for that matter, all over 
the country, has increased so greatly, I am 
at a loss to know whether the old bank state- 
ment (that is, the statement of the old mem- 
bers of the clearinghouse) will now give a 
clear idea of the real monetary condition. The 
trust companies have only 15% of reserves 
required of them in New York, and in many 
States they are not required to hold any 
specified amount against deposits. But elimi- 
nating all other States except New York, it 
seems to me that, since these trust companies 
do such a large share of the banking business 
on a smaller reserve basis than the national 
banks in the clearinghouse, the conclusion to 
be drawn is that the comparison of the old 
members’ statement at present with previous 
years would be very liable to lead to error in 
regard to the real condition of money and 
capital. 

I am inclined to give more heed to the 
Comptroller’s report, for the above reasons, 
than to the New York bank statement. 

Another point in this connection, which I 
have no doubt would interest your readers, 
is whether the present bank reserves in New 
York have fallen from a high level during this 
year or from a low level, taking into con- 
sideration the natural growth of the bank- 
ing business for a long period of years. The 
total reserves were $412,000,000, the highest 
of the year (February 10). They have fallen 
now to $333,000,000. That is quite a drop, 
and it would seem well to have a clear idea at 
this time whether this indicates the using up 
of money on account of prosperity or whether 
it results from diminishing profits in business 
and general extravagance. Furthermore, sup- 
pose, after hanging around the present level 
awhile, these reserves should take another 
tumble, would that, or not, indicate a finan- 
cial panic or a commercial crisis? 

If you think well of these suggestions I, for 
one among your readers, would be very glad 








to have you dwell on these points in some 
early issue of the magazine. 

I am coming more and more to be confirmed 
in the belief that we are not very far away 
from a commercial crisis, but would like to 
have my mind disabused of that growing im- 
pression if it is not correct. 

With best wishes from one who has no 
personal acquaintance, but who —-S your 
views on economics very highly.—J. W 

We do not believe that the Sealer of the 
trust companies in the clearinghouse has in- 
terferred to any important extent with the 
value of the deductions drawn from the con- 
dition of the clearing house banks alone, ex- 
clusive of the trust companies. Of course the 
mere fact that they are included in the clear- 
inghouse makes no real change in the situa- 
tion. The only question is whether the growth 
of trust companies has rendered the condition 
of banks alone less of an index than formerly. 

All study of statistics of this character must 
be comparative. Each year is directly com- 
pared with several years immediately preced- 
ing; then the general movement during that 


period of years is compared with similar 
movements in the past. We study the progress 
of each wave, so to speak, but we must be 


cautious in comparing the total represented 
by the crest of the wave with the total of a 
similar wave ten or twenty years ago. These 
totals are likely to be very different, owing to 
the growth of the country and changes in 
methods of doing business. One of these 
changes is a gradual development of trust 
companies. 

When the clearinghouse statement includ- 
ing trust companies has been issued four or 
five years, it will be desirable to study the 
complete statement in the way that we now 
study the statement for the banks alone; but 
it is of little use to take up these figures for 
only a year or two. 

We find little advantage, so far as the broad 
movements of business and the stock mar- 
ket are concerned, in the study of cash re- 
serves of New York banks. Once in several 
years there will come a period of big accumu- 
lation of idle money in bank reserves. This 
generally precedes an upward movement of 
the market. Aside from this, it is the policy 
of the New York banks to keep their reserves 
as near as possible to the 25 per cent. limit. 
If reserves exceed this limit, the banks ex- 
tend their loans and deposits so that reserves 
soon drop hack again, while if the reserves 
fall under 25 per cent. it is necessary to call 
loans, and thus reduce deposits, until the re 
serves are up to the legal ratio once more. 

In studying bank reserves, the Comptroller's 
renorts for all national banks are, in ovr 
opinion, much more useful than the statements 
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of the New York banks alone. This was 
brought out by a study of these figures in the 
“Outlook” department of this magazine for 
October, 1912. 

The relation of loans to deposits, as shown 
by New York banks, throws more light on 
the subject than the study of reserves alone. 
We present this in diagram form with the 
“Outlook” each month. 

We think the relation between loans and 
deposits for the New York banks alone un- 
dergoes substantially the same proportional 
changes as for the banks and trust companies 
combined. For example, the highest point 
reached by loans of New York banks alone 
in 1912 was August 10, and the total loans 
on November 9 were 94 per cent. of this 
maximum. Taking the same figures for the 
full clearinghouse, including the trust com- 
panies, we find that loans November 9 were 
9314 per cent. of loans on August 10. 
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There are times when loans are shifted 
from banks to trust companies, but these 
movements are unimportant compared with 
the broad general changes which result from 
conditions affecting the entire country. We 
think, therefore, that the diagram as it ap- 
pears in the “Outlook” department shows 
substantially the same changes in the relation 
of loans to deposits as would be shown by a 
similar diagram based on banks and trust 
companies combined. 

As to when the next commercial crisis will 
occur, we do not believe it is possible to 
predict the year with any degree of exact- 
ness. The crisis will come as a result of the 
working out of certain general principles and 
tendencies, as shown by the study of past eco- 
nomic history, but the progress of these tend- 
encies is always modified by conditions which 
cannot be fully anticipated. 








Quoting Unlisted Securities 


A Recent Change of Great Importance to Investors 








NOTABLE improvement has 

A recently been made in the 

quoting of unlisted securi- 

ties and the handling of orders to buy 

and sell these stocks, by an association 

of prominent members of the New 
York Stock Exchange. 

This was accomplished by the form- 
ation of the Unlisted Securities Quo- 
tation Company, which enables these 
houses to give their customers a much 
quicker and more satisfactory broker- 
age service than heretofore. 

Over fifty of the largest brokerage 
houses are included in this new organ- 
ization, and the total number of offices, 
both in New York City and in outside 
cities all over the United States and 
Canada, is nearly 200. The leased 
wires of these houses are more than 
100,000 miles in length, so that all prin- 
cipal cities are fully covered by the 
service. 

The new service links all these 
houses together by an intercommuni- 
cating ticker, which prints bids and of- 
fers for the various stocks on a tape 
as fast as they are received over direct 
private telephones to the central of- 
fice. The name of the brokerage house 


making the bid or offer is printed on 
the tape along with the name of the 
stock and the price. Thus when the 
investor’s order is placed with the bro- 
ker, it is immediately printed on this 
new ticker service, and he reaches at 
once a possible market which extends 
over the whole country and reaches 
many thousands of other investors. No 
sales are reported on this ticker and 
only unlisted securities will be quoted. 

In the past some difficulty has been 
experienced by those wishing to buy 
or sell unlisted stocks, in getting a 
prompt and satisfactory market. The 
number of such securities is variously 
estimated at from 50,000 to 100,000. 
Consequently many of these com- 
panies are known to only a compara- 
tively small number of possible inves- 
tors, and in many cases the facts in 
regard to the company’s business 
which would enable the average in 
vestor to form an opinion.as to the 
value of the stock, may not be easily 
obtained. The difficulty has been to 
get in touch with the people who really 
knew something about that particula- 
stock, and hence would be likely to buy 
or sell it. 
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As a result of this condition, the bid 
and offered prices of many unlisted 
stocks have been wide apart, and some 
unscrupulous dealers have seized the op- 
portunity to make large profits because 
the investor was, in many cases, almost 
at their mercy. 

The new service largely obviates 
this difficulty, because all quotations, 
as fast as they appear on the tape, are 
indexed in a cumulative record show- 
ing the date and price. The result of 
this will be that in a short time the 
entire field of unlisted securities will 
have been raked over and quotations 
will be on record showing actual prices 
and the dates on which those prices 
were recorded. 

The broker can then give his cus- 
tomer a very close estimate as to the 
value of any unlisted stock. The in- 
vestor can set the price of his security 
much more intelligently, and when his 
bid or offer is placed before the cus- 
tomers of these 200 offices, scattered 
all over the country, he will stand an 
excellent chance of getting a fair and 
satisfactory execution of his order. 

Another difficulty which can now be 
avoided is that the investor has in the 
past frequently spoiled his own market 
by calling up several different brokers 
or dealers in unlisted securities and ask- 
ing for prices or putting in a bid or 
offer on a certain stock. All of these 
brokers and dealers would then begin 
to telephone other houses or individ- 
uals who might wish to trade in such a 
stock, 

The result often was that if, say, 100 
shares of some security was offered, 
the general inquiry by various brokers 
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and dealers after buyers for that se- 
curity, would lead to the impression 
that a considerable quantity of the 
stock was for sale, and this would re- 
sult in a lower price than could have 
been obtained if it was known that 
only 100 shares was obtainable. 

In other words, the seller has, to a 
great extent, competed with himself by 
offering his security to several differ- 
ent houses and then each one of these 
houses offering it to several others, and 
so on. With the new service, this dif- 
ficulty will be avoided, and yet com- 
plete publicity will be obtained among 
a large number of brokers, dealers and 
investors. 

When this service becomes thor- 
oughly seasoned, it will make it easier 
for the broker or the individual inves- 
tor to secure loans from the banks on 
unlisted securities. In many cases it 
has heretofore been difficult to get 
such loans, because very little might 
be known about the value of the se- 
curity and the bank would have little 
idea of where to find a market for the 
stock if it became necessary to sell it. 
With this ticker service, an approxi- 
mate market on a very large list of se- 
curities will soon be established. Banks 
will no longer feel themselves so much 
in the dark and will be more willing to 
lend money on securities which are 
regularly and frequently quoted in 
such a large number of offices. 

There has been a feeling for a long 
time that the unlisted security business 
needed to be put on a better basis. It 
is believed that the new service will 
make a gratifying change in the condi- 
tions in the unlisted market. 


Coming Changes. 


Sk GEORGE PAISH, editor of Statist, believes that within the next two 
years there will be the beginning of a great reduction of credits 
throughout the world, coupled with a great increase in production. He 





points to the fact that the world has been building railroads in Argentina, 
Canada, Australia, etc., and that there will be a great outburst of agricul- 
tural production; also that the nations will be engaged in strenuous com- 


petition to dispose of their produce. He believes this will fundamentally 
alter the price of commodities and that the next five years should see a 
period of much lower commodity prices and of greatly reduced expansion, 
commercially and financially. He believes also that the world, which is 
now demanding securities with a big return and great speculative oppor- 
tunity, will, within the next three or four years, be clamoring for securities 
with a lower income yield and greater safety. 








a = = = 








Tariff Changes and Security Values 


By BYRON W. HOLT, Chairman Tariff Reform Committee of the Reform Club 








[This is the second instalment of a careful analysis of the effect of probable tariff 


changes, pre 


ed by a man who has made a life study of the subject. 


Mr. Holt’s 


discussion of the position of individual stocks is especially worthy of the thoughtful 


attention of the investor. 


It has come to our knowledge that one of the best-known 


bond houses in Wall Street had an expert spend three days in checking over Mr. Holt’s 
first article, but found no errors of any importance.] 


HE United States Rubber Compa- 

ny, last year, produced $36,775.- 

947 worth of rubber footwear 

and $34,587,269 worth of tire and me- 

chanical business. Its total net profits 

were $7,227,166, of which $5,376,306 

was left for dividends, and $1,576,306 
for the $25,000,000 of common stock. 

It is probable that the duties on rubber 
goods will either be greatly reduced or 
that a revenue duty of from 10 to 20 per 
cent. will be put on crude rubber, which 
is now on the free list. In either case the 
profits of the company would be likely to 
suffer. While the prices of rubber over- 
shoes do not appear to be much higher 
in this country than they are in England, 
yet it is suspected that the quality of our 
rubbers is inferior to that of English 
rubbers. Assuming that it would cost 
this company 5 per cent. to improve 
the quality of its goods sufficiently to 
meet foreign competition, under reduced 
duties, the net earnings would shrink 
$2,000,000 a year, or more than the earn- 
ings now applicable to dividends on the 
common stock. A duty on crude rubber 
would hurt even more. The purchase of 
the common stock of this company at its 
present high price would seem to be 
unwise. 


CORN PRODUCTS REFINING. 


This company probably produces more 
than one-half of the 2,420,000,000 pounds 
of corn products annually made in this 
country. The principal products are corn 
syrup, corn starch, corn sugar, glutten 
feed and oil cake. The removal of the 


duties on these products (the duties will 
probably be entirely removed) would, 
undoubtedly, greatly reduce the com- 
pany’s net earnings. 
is probably effective and 


The duty on 


starch in- 


creases profits by $1,000,000. The du- 
ties on syrup and corn sugar are prob- 
ably effective only indirectly. That is, 
these products are now used extensive- 
ly to adulterate foods and candies be- 
cause they cost only about one-third as 
much per pound as does cane sugar. 
If the price of cane sugar were reduced 
nearly 2 cents per pound—as it would 
be with free sugar—there would be far 
less demand for corn syrup (glucose) 
as an adulterant. A total loss of 
$2,000,000 in net earnings as a result of 
iree sugar and free corn products would 
be probable. If so, there would be little 
or no earnings left for dividends on 
either common or preferred stocks—the 
total net earnings, last year, being but 
$2,050,652. 
AMERICAN WOOLEN COMPANY. 

This company may be hit hard by the 
new duties on wool and woolens. Pos- 
sibly, however, the hardest blow will be 
hit before the tariff is revised and will 
be due to the fact that merchants will, 
until the duties are actually reduced, 
purchase woolen, as well as most other 
goods, as sparingly as possible. They 
will want their shelves to be almost 
bare of woolen goods when the new law 
becomes effective—which may be about 
July 1. 

From January 1 to July 1 the sales of 
the American Woolen Company’s prod- 
ucts will probably be only one-half of 
normal. Probably they will be made 
on a declining market, while the 
woolens sold will be made of wool that 
will change but little from the present 
price. This loss may easily amount to 
$3,000,000 or $4,000,000, or more than 
the average net earnings of this com- 
pany for the last six years. No part of 
it is likely to be regained during the 
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last half of the year. How much this 
company will lose by the change will 
depend largely upon what difference is 
left between the duties on raw and 
manufactured wool. As will be seen by 
reference to the preceding table 
(in our January issue), the Under- 
wood bill of last summer proposed 
to reduce the duty on wool from 
42.20 to 29 per cent., and on manufac- 
tured wool from 87.65 to 48.36 per cent. 
The differential duty, which is now 
45.45 per cent., would be changed to 
19.36 per cent. Probably, however, 
after allowing for.waste, the American 
Woolen Company would lose by such a 
change much less than half of its net 
protection. The loss could hardly be 
less than 5 per cent. and might exceed 
10 per cent. of the total value of the 
woolens and worsteds sold annually, 
which is supposed to be between $40.- 
000,000 and $50,000,000. Since 1909 the 
company’s reports have not reported 
the amounts of sales and the manufac- 
turing costs. 

This company has paid 7 per cent. 
regularly on its $40,000,000 of preferred 
stock, but has never paid anything on 
the $29,501,100 of common stock—re- 
duced to $20,000,000 in 1910 and 1911, 
when the company bought its own 
stock in the open market, and cancelled 
it. It is probable that, under the Un- 
derwood bill, the dividend on the pre- 
ferred stock would have to be reduced 
to 2 or 3 per cent. if it would not have 
to be abolished. The preferred stock is 
now selling above 80 and the common 
near 19. Apparently, these stocks are 
now too high, even if duties were to 
remain unchanged. In order to obtain 
sufficient profits to meet the dividends 
on the preferred stocks, the company 
has, in two out of the last four years, 
charged off nothing for depreciation of 
nlants that are probably worth $25,000, - 
000 or $30,000,000. Moreover, the cash 
and other assets of the company have 
declined materially during the last 
three years. 

While many of the Democrats in 
Washington are advocating absolutely 
free wool, it is probable that the duties 
on both raw wool and on woolens will 
be reduced about 50 per cent. Free 
wool would, of course, be a great gain 
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to the American Woolen Company, 
providing its net protection should not 
be reduced, for free wool, and cheaper 
woolens would mean an increased con- 
sumption of woolen goods. It is very 
doubtful, however, if, either with free 
wool, or with all duties reduced one- 
half, this company could hold its own 
with foreign competitors. It of 
course, assumed that with free wool 
the duty on woolens would not exceed 
25 or, at most, 30 per cent. Many of 
the mills of this company are said to 
be antiquated and to produce at a high 
cost, as compared with its up-to-date 
foreign competitors. This fact is cited 
as one of the bad effects of protection. 


1s, 


OTHER INDUSTRIALS. 


I have mentioned, somewhat in de- 
tail, some of the more prominent stocks 
that would be unfavorably affected by 
lower duties. The stocks of hundreds 
of small companies would be similarly 
affected. Many manufacturers of fine 
cottons, carpets, gloves, linens, silks, 
oil cloths, typewriters, sewing ma- 
chines, etc., would lose much under the 
reduced duties. 

There are some remaining important 
corporations which would both gain 
and lose, but whose losses would prob- 
ably exceed their gains under the new 
rates. The National Biscuit Company, 
the American Can Company, The 
American Malting Company, The 
American Writing Paper Company, 
The International Paper Company, The 
National Enamelling and Stamping 
Company, The Underwood Typewriter 
Company, The Union Typewriter Com- 
pany, The Union Bag & Paper Com- 
pany and the Westinghouse Manufac- 
turing Company would all, perhaps, 
have a considerable net loss by the 
changed duties. 

The American Thread Company, 
The J. & P. Coats, Limited, The 
Central Leather Company, The Amer- 
ican Hide & Leather Company, The 
Diamond Match Company, The Crex 
Carpet Company, and the United Shoe 
Machinery Company would almost 
surely lose much more than they 
would gain by the tariff changes. 

On the other hand, the stocks of some 
prominent corporations would prob- 
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ably gain more than they would lose 


by lower tariff duties. Some such are 
the stocks of the American Car & 
Foundry Company, The American Lo- 
comotive Company, The Baldwin Loco- 
motive Company, The International 
Harvester Company, The Rumely 
Company, and The Studebaker Com- 
pany. 

The big department and other stores 
would lose heavily from the shrinkage 
in the values of the goods on their 
shelves, while the tariff changes were 
being made, but would probably make 
more sales and perhaps greater profits, 
after they had fully adjusted them- 
selves to the reduced level of prices. 

The railroads would gain enormously 
by the lower tariff duties. With prac- 
tically free steel and greatly reduced du- 
ties on paints, varnishes, glass, uphol- 
stering materials, building materials, 
etc., the cost of constructing, improv- 
ing and repairing railroads would be 
reduced from 10 to 20 per cent. The 
fact that the cost of living would de- 
cline about 10 per cent. would make it 
unnecessary to advance wages for sev- 
eral years. Otherwise, under the in- 
fluence of gold depreciation, the cost of 
living will continue to advance and the 
railroads will be compelled to advance 
wages from year to year. The railroads 
would also gain because of the in- 
creased business that would result 
from the increased consumption of 
goods when goods are cheaper. 

The railroads would probably gain, 
or rather save, from $100,000, 000 to 
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$300,000,000 a year by the proposed 
changes. This does not mean that I 
now recommend the purchase of rail- 
road stocks. In my opinion, they will 
decline during the next year or two. 
They would, however, decline less rap- 
idly if tariff duties were greatly re- 
duced. 

Ordinary self-supporting businesses 
—farming, merchandizing, construction 
of buildings, etc.—will, of course, gain 
the greater part of what the dependent 
and pampered industries will lose by 
lower duties. Professional and salaried 
men will also gain much, and lose little 
or nothing, by the change—except, per- 
haps, that some of the corporation 
lawyers will find poorer picking when 
their clients are bereft of their protec- 
tion profits. 

In my opinion, fundamental eco- 
nomic conditions—financial, industrial, 
social and political—are unsound in this 
and also in many foreign countries. An 
evolutionary change, if not a revolu- 
tionary upheaval, especially as to the 
distribution of the products of labor 
and capital, is now under way. Be- 
cause of these coming changes and oi 
the strained credit in many countries, 
I am looking for business troubles and 
lower prices for most kinds of stocks 
during the next two years. In my 
opinion, reduced tariff duties will 
lessen the financial strain and mini- 
mize the business depression ahead of 
us, but will not prevent industrial dull- 
ness and great declines in the prices of 


most stocks during the next two years. 
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Side Lights on Wall Street 


By “KODAK” 








E are almost certain to have 

Stock Exchange reform. Dis- 

cipline has already grown less 

rigid since the testimony of Mr. F. K. 
Sturgis. A case in point is the forma- 
tion of the Curb Market Association. It 
has long been a rule of the Stock Ex- 
change that no member could join any 
other organization in New York which 
dealt in stocks and bonds. The Curb 
Market Association made it a rule that 
its members could not be on the salary 
list of a Stock Exchange house, unless a 
member of that Stock Exchange house 
was also a member of the Curb Associa- 
tion. There were probably some twenty 
to thirty Stock Exchange houses with 
paid representatives on the Curb. These 
houses do a very active business in Curb 
securities, and to give their business out 
on a commission basis would cause a 
great increase in expense. They ap- 
pealed to the Stock Exchange authori- 
ties for instructions in the matter, and 
were informed that they would be per- 
mitted to have members of their firm join 
the Curb Association. This was an en- 
tirely new departure. 

* * * 

OF course, everyone is endeavoring to 
learn the motives of Untermyer in 
attacking Wall Street. I can give Un- 
termyer’s own reason. He has told a 
close personal friend that he is not in it 
for the fee. He states that he is well 
fixed financially, and could retire from 
business at any time, but he is ambitious. 
He wants to go into politics. In his own 
words: “I am not looking for financial 
remuneration. I want to do something 
that will make me remembered after I 
am dead and gone, that is, I want to leave 
my mark.” His ambition is to reach the 
United States Senate, and some of his 
acquaintances tell me that he even as- 
pires to the Attorney-Generalship. Un- 
termyer’s aspirations were told to a mem- 
ber of one of the biggest banking houses 
in the Street. He exclaimed: “Unter- 
myer needn’t fear, He will always be 


remembered without being appointed 
Attorney-General, or reaching the Sen- 


ate.” 
* * * 


THE testimony of J. P. Morgan before 

the Untermyer Committee clearly 
shows that the mind of this remarkable 
man is as clear and as active as it was 
twenty years or more ago. The lucidity 
of his statements and his grasp of af- 
fairs in general created a profound im- 
pression. Wall Street could not have 
had a better witness for its cause, but 
Morgan also showed that he had no 
memory for details. I refer particularly 
to his statement regarding the purchase 
of a controlling interest in the Equitable. 
He stated on the stand that he purchased 
a controlling interest from Thomas F. 
Ryan. It seems presumptuous on my 
part to contradict his statement, particu- 
larly as he was interested in the deal to 
the extent of making the acquisition; 
therefore, I shall put it up to George F. 
Baker, who followed Morgan on the wit- 
ness stand. When Baker was asked as 
to the details of the transaction and when 
the stock was purchased by Morgan from 
Ryan, he answered: “Ryan did not own 
the stock.” The facts as given to me by 
other parties interested in the deal are 
that Morgan purchased his holdings from 
Mrs. E. H. Harriman. 

Harriman was always desirous of ob- 
taining an interest in the Equitable, but 
after his split with James Hazen Hyde, 
the latter gentleman, unbeknown to Har- 
riman, disposed of his interest to Ryan. 
On Harriman’s learning the facts he 
went to Ryan and demanded a half in- 
terest. Ryan refused to sell it to him, 
but because of subsequent developments 
he thought differently of the matter and 
Harriman obtained his interest, which 
was held until his death. As I under- 
stand the matter, Mrs. Harriman dis- 
posed of the interest to Morgan about 
the time she sold her interest in the Guar- 
anty Trust, and certain other financial in- 
stitutions, 
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Morgan’s lack of memory for small 
details is also clearly shown by the fol- 
lowing incident. In June, 1910, the com- 
mon dividend of the Steel Corporation 
was placed on a 5 per cent. annual basis. 
The increase had long been expected by 
the Street. On the day of the meeting 
the corridor in front of the offices of the 
Steel Corporation at 71 Broadway was 
crowded with newspaper representatives. 
Commission houses were crowded with 
customers waiting to hear whether the 
dividend had really been increased or not, 
and the newspaper men naturally went 
to extremes on this important occasion 
in order to be the first to get the news 
regarding the result of the meeting to 
their respective papers. Therefore, when 
Mr. Morgan appeared from the execu- 
tive rooms the newspaper representa- 
tives did not hesitate to ask him what 
action had been taken. Morgan hesitated 
for a moment, then stated that he frankly 
did not know, and said that he would re- 
turn to the directors’ room and learn 
whether the dividend had been increased 
or not. In five minutes he reappeared 
and said that it had. 

aS * * 

PERSONS who are the most vigorous 

in their attacks on Wall Street have, 
strange to say, “made their pile” through 
speculation in securities dealt in on 
the floor of the Exchange. Of course, a 
more polite term would be “judicious in- 
vestments.” One of these persons is 
Charles E. Chapin, city editor of the 
New York Evening World. His paper 
has insistently and vigorously attacked 
Wall Street, its men and its methods. 
Chapin lives at the Plaza, one of the 
three best hotels in New York, has his 
automobile, a yacht, and enjoys all the 
luxuries of life, and his most intimate 
friends state that his fortune was accu- 
mulated by making “judicious invest- 
ments” in Wall Street. 

Mr. Chapin always was erratic. A 
story is told of how one of his young re- 
porters ‘:ad been sent to cover a murder 
in Harlem. The young man probably did 
not have a world of experience, but cov- 
ered the story to the best of his ability. 
On returning to his office he worked la- 
boriously at a typewriter for some time, 
finally completed his task, and placed his 
copy on Chapin’s desk. Chapin read the 


THE MAGAZINE OF WALL STREET. 





\ 
story only half through, called the re- 
porter over and the ensuing conversation 
would, in print, have to be told in dots 
and dashes. He finally told the man that 
he undoubtedly was crazy, and should 
go to an expert and be examined as to his 
sanity. The young man said not a word, 
but picked up his hat and meekly left the 
office. He returned in the course of two 
or three hours with a very triumphant 
air. Marching firmly to Chapin’s desk 
he said: “Mr. Chapin, I have followed 
out your suggestion. I left here and 
went down to the psychopathic ward of 
3ellevue. I told the doctors what you 
said to me, and insisted that they make 
an examination to see if I was really in- 
sane; and I am all right. Here’s my cer- 
tificate. Now, let me see you go and get 
one.” 
ok * k 
T° return to the Untermyer investiga- 
tion, the testimony of George F. 
Baker also was very illuminating and in- 
structive. Baker is known as the sphinx 
of Wall Street. He told more on the 
stand than has appeared in print as com- 
ing from him in all of the forty odd years 
he has been iy the banking business. The 
country at large may now fully appre- 
ciate his importance. There are very 
few large corporations in the country 
which do not feel, directly or indirectly, 
his influence. It was shown that he is a 
director in fourteen large railroads ; that 
he is a member of the voting trust in an- 
other railroad, and holds a directorship 
in seventy odd corporations in all. Baker 
is supposed to have a dominant voice in 
the management of the Reading Com- 
pany. This system is known as a First 
National Bank proposition. It undoubt- 
edly is, yet I am informed by one of 
Baker’s most intimate friends that he 
has not owned an investment share of 
Reading stock in years. Of course, the 
same statement cannot be made of other 
members of the First National Bank 
crowd. 
* * + 
ECAUSE of the nature of the ruling 
of the Supreme Court on the origi- 
nal dissolution plan drawn up by the 
management of the Union Pacific and 
Southern Pacific, and the uncompromis- 
ing attitude of Attorney-General Wick- 
ersham, it is not known at this writing 
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how the relations between those two 
companies will be severed. According to 
current report, Wickersham insists that 
the Southern Pacific shall give up con- 
trol of the Central Pacific to the Union. 
Such a development would, of course, be 
entirely favorable to the Union, while 
the Southern Pacific would not materially 
suffer. If true, it is a happy Solution to 
the whole intricate problem. The Harri- 
man management following the decision 
of the Supreme Court had such a plan in 
mind, but arrived at the conclusion that 
they would not be able to induce the 
Southern Pacific minority stockholders 
to give up the Central Pacific on reason- 
able terms. Now, if current reports be 
true, and the Attorney-General has de- 
cided that the Southern Pacific and Cen- 
tral Pacific are competitive, and that 
Southern Pacific cannot lawfully hold 
control of the Central, then Union Pacific 
should be able to obtain control of the 
Central at a very reasonable figure. It 
is entirely probable that a part of the 
Southern Pacific stock held by the Union 
will be turned over to the Southern in 
exchange for Central Pacific shares. 
Southern Pacific has secured as its ex- 
ecutive head one of the ablest operating 
officials in the country. I refer to Julius 
Kruttschnitt. Brought up in the Harri- 
man school, Kruttschnitt knows probably 
better than any other man ever associated 
with Harriman the operating methods of 
that railroad genius. Furthermore, he 
knows every inch of track of the South- 
ern Pacific, and is entirely familiar with 
the territory it serves. No better selec- 
tion could have been made. Southern 
Pacific stockholders are to be congratu- 
lated. 
* ok * 
HE efforts of the Pujo Committee to 
get William Rockefeller to testify 
had very amusing features. Subpoena 
servers were said to be scouring the 
Eastern section of the country for Rock- 
efeller; his offices and house were said 
to be watched. It seemed as though 
Rockefeller had completely disappeared, 
but I am reliably informed that in all of 
this hurly-burly of investigation and 
searching, William Rockefeller was com- 
ing downtown nearly every day and was 
making no effort to escape the subpoena 
servers. If these stories can be believed, 
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it was much the same as a farce-comedy, 
and one wonders if the subpoena servers 
would still be hunting high and low had 
not Rockefeller deliberately announced 
his attention of going South for his 
health. ° 
However, Rockefeller is a sick man 
and has been ill for over two years. It 
is a matter of but a comparatively short 
time until he drops entirely out of busi- 
ness. Morgan is also severing connec- 
tions with business. He spends more 
than half his time abroad. James Still- 
man, another of the Old Guard, has prac- 
tically severed active relations with Wall 
Street and lives in Paris. With Harri- 
man dead, Rogers dead, with Baker’s 
term of activity limited to only a few 
years, and with Jacob Schiff ready to 
throw off the harness, it is interesting to 
consider who their successors will be. 
What is the make-up of the newer gen- 
eration? William Rockefeller’s brainiest 
son is Percy. He now handles his fath- 
er’s affairs in a very able manner, and he 
appears firmly set on the high-road to 
financial fame. George F. Baker has a 
son, George, Jr., who is in the First Na- 
tional Bank. This young man has yet 
to demonstrate that he will ever be capa- 
ble of filling his father’s shoes. James 
Stillman has a son, James, Jr., who. holds 
a position in the National City Bank, his 
father’s institution. A great future is 
promised for him. Mortimer Schiff is a 
member of Kuhn, Loeb & Co., his 
father’s banking house. Young Schiff 
has made great progress during the past 
three or four years, and as Otto Kahn 
will before long resign from Kuhn, Loeb 
& Co., Mortimer Schiff, in course of 
time, will undoubtedly become head of 
the firm, and his influence will be widely 
felt. Jack Morgan is a “chip off the old 
block.” He has his father’s stature, man- 
ner, bearing and same gruff way of 
speaking. He has already demonstrated 
that he possesses unusual business abil- 
ity. He probably could carve his niche 
in the financial hall of fame, even with- 
out his father’s influerice and money be- 
hind him. 
* ok * 
ALL STREET received the news of 
the death of James R. Keene with 
mixed emotions. During his campaigns 
in Wall Street he had gained the enmity 
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of many influential persons, but he was 
not without his friends. Keene’s life 
was one of lights and shadows. He had 
been “broke” half a dozen times and 
built up as many fortunes. 

Keene first came intq prominence as 
a stock market operator in San Fran- 
cisco nearly forty years ago. In the 
riotous markets on the Gold Exchange 
of that city he made $6,000,000 within 
a comparatively short time. His most 
notable feat was in wresting control of 
the famous Ophir Mine from Lucky 
Baldwin for the. pool in which Keene 
was interested. 

On being advised by his doctor that he 
would live only a few months unless he 
quit San Francisco, Keene gave up busi- 
ness affairs and intended to live in Eng- 
land, where he was born. On reaching 
New York, the lure of Wall Street be- 
came irresistible. This was in 1877. 
The stock market was very low. After 
analyzing the situation, Keene began ac- 
cumulating a large line of stocks until it 
is said that his holdings aggregated more 
than 300,000 shares. When he left 
Frisco, Keene was worth probably 
$5,000,000. In a little more than a year 
in Wall Street the total was run up to 
around $10,000,000. Keene’s success 
warped his judgment. He then endeav- 
ored to conquer in fresh fields, and cor- 
nering the wheat market was his next 
big venture. The $5,000,000 gained in 
his Wall Street speculations was soon 
lost, and Jay Gould, who had been one 
of his strongest friends, then attacked 
him in the stock market, and Keene went 
broke. 

It was Keene who saved the Northern 
Pacific for the Hill-Morgan crowd. The 
history of that corner is too well known 
to be repeated here in detail. Morgan 
was in Europe when he received a cable 
from Hill stating that Harriman was at- 
tempting to obtain control of the road. 
Morgan rushed home, called for Keene 
and gave him an order to buy 100,000 
shares of Northern Pacific and to use 
his own judgment in accumulating it. 
Keene sized up the situation and placed 
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the bulk of the order with Street & Nor- 
ton, a firm of young brokers. He told 
them to buy the stock at the market—to 
disregard the price they paid. Keene 
acquired the stock, but it resulted in a 
drawn battle between Morgan and Har- 
riman. 

An amusing incident is told of that 
memorable campaign. Both Street and 
Norton were members of the Stock Ex- 
change, but Norton attempted to exe- 
cute the order for approximately 100,- 
000 shares. Not long after he went on 
the floor of the Stock Exchange to exe- 
cute the order, Keene called Street on 
the telephone and told him to buy an ad- 
ditional 50,000 shares. Norton was in 
the crowd excitedly bidding for stock; 
Street elbowed his way through and at- 
tempted to give the additional order to 
Norton, but Norton was so excited that 
he would not listen to his partner. It is 
said that Street did not attempt to exe- 
cute the order himself, and the stock was 
not purchased. As a matter of fact, had 
Street attempted to execute the order he 
would probably have received short 
stock, which, under the conditions 
prevailing, would never have been de- 
livered. 

One of the campaigns that attached 
stigma to Keene’s name was his action 
in “ripping the bag” on the Hocking Val- 
ley pool. The failure of several broker- 
age firms and the universal criticism of 
his actions did much to undermine 
Keene’s health. During the trial of the 
suits in New York City it was plainly 
noticeable that Keene was in an abnor- 
mally nervous state; that he was in a 
weakened condition. I saw him in Lon- 
don in the summer following the col- 
lapse of the pool, and he was but a 
shadow of his former self. He under- 
went several operations for intestinal 
trouble abroad, but they were unsuccess- 
ful, and he knew that his days were num- 
bered. When his will is filed for pro- 
bate it will probably be found that at the 
time of his death he was worth only 
$4,000,000 or $5,000,000. At one time 
he was worth over $20,000,000. 


[Note. —The author of this series of articles is intimately associated with important 
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banking interests. 





He will contribute regularly to our columns,— Ep. 
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By LAWRENCE CHAMBERLAIN 
Author of “The Principles of Bond Investment’’ and “‘The Work of the Bond Houses” 
Part I—The Purpose, the Materials, and the Method 
CHAPTER IV—THE MATERIALS CLASSIFIED: INVESTMENT CONDITIONS 








[NOTE.—Attention is called to new and very valuable light thrown in this paper on 


the different price tendencies of the several types of bonds. 
gation has been exhaustive, and his results are summarized here. 


Mr. Chamberlain’s investi- 
We have in this 


article not only an yn seer FS but, one may say, a defense of the growing favor in which 


public service and in 


NVESTMENT conditions stand be- 

| tween banking and business con- 
ditions in the round of cause and 

effect, but in a sense not midway. As 
stated in the previous chapter, an im- 
provement in money and credit usually 
causes perceptible improvement in se- 
curity prices much more immediately 
and markedly than a change in security 
prices causes or precedes perceptible 
improvement in business conditions. 

Conversely, it takes a longer time for 
the gradual slackening of business, 
with diminution of profits, to weaken 
the margin of safety for securities, and 
thus to lower their price, than it takes 
ior the banking situation to be relieved 
by the decreased demands for credit in 
the community, when credit—particu- 
larly credit in its briefer forms—be- 
comes less needed because less business 
is being done. 

Chapter III, on banking, was built 
up from the elementary classification. 

: N 

Banking { Ca (short term) 
Investment (long term credit) 
Business 


This chapter will classify the ma- 
terials that determine investment and 
business. 

INVESTMENT CONDITIONS. 

It goes almost without saying that 
bonds are the ideal long term invest- 
ment. The more fully a security par- 
takes of investment qualities the more 
dependent it is on strictly monetary 
conditions for its price movements. An 
ideal investment requires the return of 
the principal and a fixed rental, or in- 
terest, for the use of it. The income 
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ustrial issues are held by investors.—Ed.] 


from ordinary bonds does not vary 
with company profits, and if the grade 
of security is high, fluctuations in the 
margin of safety in earnings do not 
cause much if any fluctuation in price. 

Bonds of weaker security have more 
speculative characters and some, per- 
laps, are more susceptible to business 
than to banking conditions. Therefore 
their price movement is initiated after 
the price movement of the stronger 
bonds, which start at the first impulse 
of changed banking conditions. 

There is no reason, except conven- 
ience or necessity, for choosing listed 
bonds for study. But in the interest of 
simplicity and relative accuracy an ex- 
amination of the sales of listed bonds 
made on the New York Stock Ex- 
change gives best results. 

Railroad bonds are a more delicate in- 
dex of investment conditions than 
listed state, municipal, public utility or 
industrial bonds, for a number of rea- 
sons, the principal of which is the gen- 
erality of the investment demand for 
the railroad issues. Nevertheless, if 
one is trying to reach conclusions that 
are based on the general level of bond 
prices over a period of years it is well 
to remember that the trends of the dif- 
ferent types of bonds tell somewhat 
different stories. With this object in 
view it is not impossible to get fairly 
satisfactory figures for such types (as 
municipals) that are not adequately 
represented in stock exchange quota- 
tions. 

Discussions of the price tendencies of 
different types of bonds are few and far 
between. In fact I do not recall ever 
having seen a complete study in print. 
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Since this is the case and since we shall 
find it advisable to carry along in our 
future synthesis of conditions only 
railroad bonds, I present here the price 
characteristics of the various groups 
since 1900, 

THE FALL IN MUNICIPAL BOND PRICES. 

I have examined the average prices 
received at public sale during each of 
the past thirteen years by twenty-five 
of the leading cities where variations 
have not been greatly subject to artifi- 
cial market influences. Only long term 
direct obligations were recorded. The 
decline in prices has been steady and 
consistent. In only three of these thir- 
teen years was the average price level 
higher than in the preceding year. In 
striking averages it is necessary, be- 
cause of the different coupon rates and 
maturities, to convert prices to a “per- 
centage-of-normal” base, or into “aver- 
age net yield.” The latter is the more 
common, and therefore used here. Put 
in terms of net yield, in only three years 
has the average yield been less than in 
the previous year. 

The average yield of these twenty- 
five cities was 3.245 per cent. in 1900. 
It was 4.098 per cent. last year. This 
change is equivalent to a loss of about 
12 “points” on a twenty-five year bond. 
Twenty-five years was the approximate 
average duration. A loss of 12 points 
in thirteen years is equivalent of course 
to a loss of nearly one point or one per 
cent. a year. 

Now this shows you what chance of 
making money the bond houses have 
that deal in standard municipals. The 
difference between purchase and initial 
asking price to the public does not 
average over 1% per cent., and eating 
steadily into this paper profit is the 
average annual depreciation of nearly 
one per cent. The bond houses, it will 
be remembered, are the largest part of 
“Wall Street”! 


THE FALL IN RAILROAD BOND PRICES. 

Similarly I have ascertained the aver- 
age prices in August of each year since 
1900 of twenty representative, high 
grade, long term railroad bonds. In 
five years out of the thirteen there have 
been advances, but the advances have 
been slight compared with the declines, 
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so that the average net yield which in 
1900 was 3.744 per cent. was, in 1912, 
4.135 per cent. This decline represents 
a loss of about 734 points in thirteen 
years on the average duration, or 6/10 
of a point a year. 

The decline in railroad bonds, there- 
iore, has been somewhat more than half 
that of municipals. 

TWO LEVELS OF UTILITY BOND PRICES. 

The study of the prices of public 
service corporation bonds is more dif- 
ficult. The conditions under which 
they are issued and under which their 
market value is sustained are not so 
uniform as in the case of municipals 
and railroads. The market for many 
of these “public utilities” is made by 
the houses that originally brought them 
out. Obviously such a market is not 
so sensitive to general conditions. 
Moreover, among those that are listed 
it is difficult to find a sufficient number 
of the typical that date back to 1900. 

I find that twenty-five representative 
listed issues maintained from 1900 
through 1906 a fairly constant 
(August) price level equivalent to a 
yield of 4.46 per cent., and from 1907 
through 1912 an equally constant price 
level of 4.83 per cent. The decline 
from the earlier to the later level repre- 
sents a loss of about 6% points on the 
average duration. 

It is impossible to get equally re- 
liable figures for unlisted public utility 
bonds of any period. No figures can be 
obtained prior to 1906 that are at all 
dependable. Actual sale prices are 
out of the question at any time; but 
based on twenty-five issues that have 
“bid and asked” prices sufficiently re- 
liable and close together to make com- 
putation possible, I find that the price 
level for the past seven years has been 
fairly well maintained, as in the case 
of the listed public utilities, starting 
with an average yield of 4.673 in 1906, 
and ending with a yield of 4.57 in 1912. 
STABILITY OF INDUSTRIAL BOND PRICES. 

The financing of industrial enterprise 
by funded debt is of still later develop- 
ment. There are hardly more than ten 
representative listed issues which were 
quoted as far back as 1900. These ten, 
however, show a slightly higher level 
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of prices toward the close of the thir- 
teen years than at the beginning, for in 
1900 and 1901 the net yield was 5.475 
and 5.160 per cent., respectively, but for 
1911 and 1912 it was 4.995 and 5.054 per 
cent. 

A full twenty-five listed industrial is- 
sues serve us for the years 1905-1912, 
and these confirm the foregoing ten in 
the maintenance of the price level. 
1905 and 1906 present average yields 
of 5.365 and 5.325 per cent., respective- 
ly, and 1911 and 1912 of 5.333 and 5.426 
per cent. 


In summary of these price movements, 
for the past thirteen years, the decline in 
municipal bonds has been steady and ex- 
treme; the decline in railroad bonds ma- 
terial, but only half that of municipals. 
There has been no decline of consequence 
in public utilities in seven years, and if 
anything, a slight advance in industrials. 

If then we take railroad bonds for 
our price index we choose the type of 
security that is the most representative, 
not only from the standpoint of invest- 
ment aspects in general, but of invest- 
ment price movement in particular. 


STOCK PRICES, 

If bonds are the typical investment, 
stocks are the typical speculation, and 
speculation is a cardinal element of tne 
third big group, Business. Neverthe- 
less, stock price movements, or at least 
the price movements of standard listed 
stocks—those most readily available 
for study—are more akin to bond price 
movements than to changes in business 
conditions. There are sufficiently 
strong investment elements in the bet- 
ter stocks to bring this about. There- 
fore we are justified in classifying 
stocks in the investment group, mind- 
ful that we must avoid dangerous pre- 
conceptions disguised as logic, and 
must classify our material according to 
its performance. 

The speculative or Business element 
in stock price movement comes from 
the fact that stock, notably common 
stock, increases or decreases in value 
as the profits from business increase or 
decrease. 

Since bonds are not so much a mar- 
ginal security, but are more predomi- 
nantly affected by banking conditions, 
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bond prices tend to move before stock 
prices and fluctuate within a very much 
narrower range. Of recent years the 
fluctuation in stocks has been about seven 
times that of standard listed railroad 
bonds. 

On the same principle those sounder 
stocks that contain a larger ratio of in- 
vestment elements change their trend 
more quickly than the poorer shares, 
and move within a narrower range— 
that is, the extreme high and low prices 
are smaller ratios to the mean or aver- 
age price. It will commonly be con- 
ceded that listed railroad stocks are 
sounder securities than listed indus- 
trials. Nevertheless, if we examine the 
movements of the most representative 
securities of each type we shall find 
that of recent years the elements of 
stability have been so influential that 
there is no significant difference in the 
price movements of the two types. It 
is a question whether it is worth while 
to differentiate them. Perhaps indus- 
trials should be kept in mind at least 
until the severe adjustments probable 
from tariff revision in the next few 
years shall have been accomplished. 


CLEARINGS, 


It may seem strange to those who 
recognize the true m: wing of invest- 
ments that the price of even standard 
stocks should show sufficient sympathy 
with the price of bonds to be classed 
with them. It may seem stranger that 
Clearings, or any part of Clearings, 
should also be classed under Invest- 
ments. Again we have to consider the 
only true gauge of classification, name- 
ly, performance, and must adhere to 
our determination to be governed by 
facts, not theories. 

Abstractly, fluctuation in the amount 
of clearings represents with accuracy 
fluctuation in the volume of business 
transacted throughout the country, for 
it has been estimated by the Comptrol- 
ler of the Currency that about 90 per 
cent. of the transfer of current funds, 
by which business is accomplished, is 
in the form of bank checks, and the 
greater part of these pass through the 
various clearing houses. 

But the transfer of current funds, or 
credit, at New York is out of all pro- 
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portion to the amount of real business 
transacted in that city, because these 
credit transfers represent in such 
great degree merely temporary shifting 
of securities from one brokerage hand 
to another. “A _ million shares a 
day” changing owners on the Board 
at $100 a share means much check 
writing. ° 

In general, activity increases in an ad- 
vancing market and is maintained at a 
high price level; but the rule is uncertain 
of application and great activity often ac- 
companies forced liquidation and rapidly 
declining prices. But with activity equal, 
the volume of clearings must be greater 
at high prices than at low, whether we 
refer to securities or to commercial 
equities. When we must pay more for 
things, our checks must be larger. 

The rapidity and amount of the shift- 
ing depends on speculative activity, 
which may or may not bear relation to 
business activity. As a matter of fact, 
fluctuation in New York clearings 
moves up and down in very close con- 
formity with stock prices, because 
stock transfers are the principal basis 
of New York clearings. 

“Total clearings” in the United 
States show exactly the same tendency 
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Banking (Classified last month) 


Bond Prices 


Clearings 
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in fluctuation as New York clearings, 
simply because about 60 per cent. of 
all the clearings are made at the New 
York Clearing House. But although 
the same price trends, initiated at the 
same time, are observable, the extent 
of the fluctuation in total clearings is 
not much more than half that of New 
York clearings, because they are 
checked by “outside clearings,” which 
are only slightly affected by specula- 
tion in the security markets. 

Since outside clearings are dependent 
for their volume on the amount of real 
mercantile, industrial and agricultural 
activity—actual production and distrib- 
ution of products and manufactures— 
and not so much on security specula- 
tion, their volume does not vary with 
security prices but with general busi- 
ness conditions. Therefore they are 
not classified under the Investment 
group. It will be noticed that in the 
market surveys of the past two months 
I have taken “Outside Clearings” and 
not “Total” or “New York Clearings” 
for one of the indices of business con- 
ditions. 

The materials, then, on which we 
must base our judgment of investment 
conditions are classified as follows: 


Municipal (?) 
Public Utility (?) 


| Ratroud 
| Industrial (?) 


Railroad 


: j 
Stock Prices ) Industrial (?) 


{ At New York 
| Total United States 


Business (Classified next month) 





SURVEY OF PRESENT CONDITIONS. 
HE “actual” figures I have used hitherto 
in these surveys are approximately dupli- 
cated by this magazine in such departments as 
“Essential Statistics Boiled Down” and in 
“The Outlook.” The only occasion for differ- 
ences are that the editors sometimes have 
access to the press after it must be closed to 
contributed articles (therefore their figures 
may be later) or that they may use averages 
covering a different length of time. They may 
present figures for the preceding month and I 
for the preceding week. , 
By the April article (which will cover the 
method of using all this classified material) 


we shall be in a position to understand the 
full significance of percentage rather than 
actual figures. Perhaps, therefore, in the in- 
terest of accuracy it will be well to use them 
largely henceforth. 

The contradiction of business and financial 
conditions that I emphasized in the December 
number has been relieved at both ends. The 
money aspect of banking conditions shows no 
signal betterment. Cash reserves at New 
York have not improved during the past two 
months, although as of January 10 they are 
somewhat better (84.9 per cent. of normal) 
than they were at the most critical period 
(December 6, 82 per cent.). But there has 











LEGISLATING 


been substantial improvement in short term 
credit indicated in the following percentages 
of normal, from which the errors of “actual 
figures” have been eliminated. 





Nov. 15. Dec. 6. Jan. 10. 

Ratio loans to deposits 
OW BER cccncogese 100.07% 101.28% 100.75% 
Commercial paper ...... ts 111.6 % 105.2 % 
Six months money..... y 112.3% 97.3% 
Three months money... 95.4 % 103.7 % 97.0 % 
Call MORE cccccccccccs 0.1% 1216% 47.3% 


The principal sources of this banking bet- 
terment must be found in security and busi- 
ness conditions. Bonds, responding as usual 
in anticipation to beginning-of-the-year condi- 
tions, have given little help. But stocks have 
more than made up by relaxation in demand, 
and New York clearings have also responded. 


Nov. 15. Dec. 6. Jan. 10. 
Railroad bonds ..... 98.66% 98.42% 98.86% 
Railroad stocks ..... 122.0 % 120.8 % 118.1 % 
Industrial stocks ... 84.2 % 82.1 % 80.7 % 
New York clearings. 106.9 % 108.9 % 90.5 % 
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Business conditions, as aforesaid, feel the 
strain and react from it more slowly; but a 
new trend thus established and fully under 
way is difficult of reversal till it has run its 
full course. 


Nov. 15. Dec.6. Jan. 3. 
Outside clearings... 115.3% 119.5% 108.3% 
Idle cars, shortage. 51,200 36,400 17,100 surplus 


This is the situation as we now find it. 
The tension of two months ago has been 
somewhat relieved. Business has given way, 
however, fully as much as would be expected. 
Tariff revision must be considered as an 
external force, not predicable from “funda- 
mental conditions.” This magazine, with 
characteristic foresight, is anticipating it in 
Mr. Byron Holt’s excellent articles. The 
tariff question can scarcely fail to have an 
unsettling effect for some time to come. 


(To be continued.) 








Legislating a Panic 








NEW section will be added to the 

penal law, if an amendment intro- 
duced at Albany by Senator Velte becomes 
law: 


“Trafficking in securities on a margin. 
The purchase or sale of stocks, bonds 
or other securities through a broker 
where such broker, acting either as 
principal or as the representative of 
another, advances or procures or agrees 
to advance or procure any portion of 
the moneys or other consideration con- 
stituting the purchase price of such 
stocks, bonds or securities, is hereby 
prohibited and made unlawful. Any 
person or corporation participating in 
any transaction, whether as broker or 
purchaser or as the agent or employee 
of either, which is prohibited by this 
section, shall be guilty of a felony.” 


If the act became a law it would create 
one of the most serious panics this coun- 
try has ever seen. There would be a rush 
of small investors to sell their securities 
before the market for them was destroyed. 
Ultimately, what business did not go out 
of the State or over to London, would be 


centered in the hands of a limited ring of 
banks, who would thereby acquire a power 
such as the wildest “money trust” could 
not conceive. What little market remained 
would be subject to the most dangerous 
fluctuations, because the absence of the free 
adjustment of prices which now exists 
would create something very like a panic 
every autumn, when the banks called loans 
to meet the requirements for moving the 
crops. 

This is, in fact, exactly what happened in 
Berlin, where a similar piece of folly was 
enacted, only to be repealed in 1908. All 
business that could leave was transferred 
to other centers, and a ring of banks ac- 
quired a position at once monopolistic and 
so unsound that even the credit of the Im- 
perial Bank has been impaired, and it will 
take Germany years to recover from the 
folly of its legislators. Berlin, in fact, 
since the enactment of the. law, has had 
three panics to any other great center’s one, 
as a direct consequence of ignorant med- 
dling with the natural processes of busi- 
ness.—Wall Street Journal. 


Ae 





What an Investor Ought to Know 
XI—The Structure and Significance of the Balance Sheet 
By FREDERICK LOWNHAUPT 


[Under the above title we are apy a series of articles treating fundamental 


facts that are either never learned 


y many investors or apparently overlooked in the 


‘purchase of investments. Without a knowledge of the basic principles underlying the 


science of investment, rational selection is impossible. 


The aim of these articles is to 


give facts in readable form—facts which in themselves are technical, but which, co- 
ordinated, explained and placed in proper relation to each other, are both interesting 
and easily understood. The subject discussed in the January issue was “The Scope and 
Significance of the Industrial Income Account.”] 


less familiar with the structure 
and significance of the balance 
sheet of a corporation than with the 


[icon fami as a class are probably 


income account—however peculiarly 
that latter exhibit may be constructed 
or however brief in contents. It is 
only natural that a person untrained in 
finance and unacquainted with the spe- 
cial relationship of one item to another 
in a balance sheet should find difficulty 
in appreciating what each represents, 
even though the titles of the items be 
in themselves clear and simple. 

The income account is indeed com- 
paratively simple, for it is generally 
short, contains few items, and gives 
but one phase of the whole business— 
that of the operations over a given 
period. A balance sheet, on the other 
hand, is what might be termed a com- 
posite picture of many things. It will 
be noted that the income account is 
made up to cover the operations over 
a certain period, while the balance 
sheet shows how the business stands 
at a certain date only. A balance sheét 
may represent the business in a certain 
condition on June 30, yet by the close 
of the very next day the situation may 
have changed materially. As a matter 
of fact, a close analysis and comparison 
of the sheet of one year with that of a 


date a year or other period previous, 
reveals what has happened during that 
period. 

Although the balance sheet is a 
statement showing how things look on 
a certain date only, yet, taken over a 
series of periods, the comparison tells 
what has happened in the operations 
of the company in both a financial and 
a business way. This fact will be ap- 
preciated more when it is understood 
just how the balance sheet is con- 
structed. 

To begin with, there is some varia- 
tion in the presentation of balance 
sheets; not so much with railroads— 
because here, as in the case of the in- 
come account, the roads are prescribed 
a certain form by the Interstate Com- 
merce Commission, in which they are 
to render all data contained in the ex- 
hibit—but in the case of industrial con- 
cerns and miscellaneous corporations. 
As yet the industrial corporations have 
not come under the same regime, so 
that there is practically as little uni- 
formity in the presentation of their bal- 
ance sheets to their stockholders as 
there is in the way they give out their 
income accounts. 

The average investor does not begin 
to appreciate what an amount of light 
the balance sheet can throw on the 
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standing of a security. There are tech- 
nicalities that sometimes appear in a 
balance sheet that none but an ac- 
countant can understand. They are 
the expedients that the auditors or ac- 
countants for the particular corpora- 
tion under consideration adopt to meet 
a special situation. 

A comprehensive balance sheet is 
a very good picture of the stand- 
ing of a corporation at a certain date; 
but many balance sheets of industrial 
corporations are practically worthless 
as a criterion of the basic value behind 
a security, and are quite as worthless 
in showing what has occurred during 
the last period. This is because there 
is great divergence as to the time when 
these balance sheets are published, and 
because these corporation managers 
sometimes wish to give as little infor- 
mation as possible. 

Even though they wished to give in- 
formation in large quantities, and even 
though they gave a very comprehen- 
sive balance sheet showing many items 
and a fine division of the accounts, 
there would. still be opportunity to 
make the exhibit of doubtful value by 
liberality in putting down valuations. 
There are opportunities for being over- 
optimistic in putting down the value 
of certain items, affecting the whole 
make-up of the sheet. 

Take the valuation that is placed on 
the property and plant of the corpora- 
tion. The uninitiated investor can see 
readily that there is here an opportu- 
nity for great liberality on the part of 
the corporation managers. A _ plant 
may be said to be worth so many mill- 
ions of dollars, according to the figures 
given in the balance sheet; but as to 
how this valuation was arrived at, that 
is another question, and goes back per- 
haps many years during which the cor- 
poration has been carrying along ex- 
cessive figures. 

Of course, the company has prob- 
ably spent money on repairs, better- 
ments and improvements, and the 
question is whether all the corporation 
has done in the way of improving the 
property, in the way of betterments, 
and in the way of laying aside money 
for depreciation, has been sufficient to 
maintain the balance sheet valuation of 
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the plant. There may have been some 
securities of the company issued and 
the money put into the plant. The se- 
curities will stand in all future balance 
sheets at their par value; but unless 
much money from the income of the 
corporation is put into the plant to 
keep it up, it is always an open ques- 
tion whether the valuation of the plant 
as shown in the balance sheet is strict- 
ly justified. 

The discussion of this point at any 
great length would lead to an intermin- 
able consideration of a question that is 
as yet unsolved by the best account- 
ants—namely, how much does a plant 
go down in value while at the same 
time money is being spent to keep it 
up in shape. The question is practi- 
cally whether enough money is being 
spent to offset the depreciation that is 
constantly going on. 

Another example showing how lib- 
erality in the estimated value of cer- 
tain assets in a balance sheet may af- 
fect the showing is where the company 
holds certain assets in its treasury. In 
considering the equity or value back 
of securities of the company, the assets 
are all given their proper place and 
consideration. The question arises 
whether these treasury assets have 
been properly appraised in the balance 
sheet. 

The writer has in mind one instance 
where the assets in the treasury of the 
company in the form of securities of 
other companies showed up in the bal- 
ance sheet as valued at par and higher. 
As a matter of fact, one issue of bonds 
it held was not worth above 75 at the 
very best. The company had advanced 
money to one of its controlled com- 
panies at par, but the controlled com- 
pany had not done well and conse- 
quently the value of the bonds held by 
the larger company had fallen much 
below the original price. 

Instances like this might be multi- 
plied to show how vitally the valuation 
placed upon certain assets of the com- 
pany affects the position of the securi- 
ties. Many an investment circular puts 
great stress upon the value of a new 
security issue, as shown by the balance 
sheet. Unless it is pretty definitely 
known how that value was arrived at, 
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the derived figure must be regarded 
skeptically. : 

Broadly speaking, the balance sheet 
of a corporation is divided to show the 
assets on one side of the account and 
the liabilities on the other. It should 
be remembered that this balance sheet 
is rendered to the stockholder, as it 
were, and that there are oftentimes va- 
rious items on either side which do not 
strictly affect outside parties. That is 
to say, the items on the liability side 
are not all items representing obliga- 
tions to some one outside the corpora- 
tion. This can be illustrated by taking 
such an item as reserves or surplus. 
These represent bookkeeping matters 
and do not mean that the corporation 
is indebted or has obligations to some 
one outside to this extent. As a mat- 
ter of fact the surplus is nothing more 
than a balancing figure. It represents 


the excess of the assets over the total 
of liabilities. 

On the assets side of the sheet there 
frequently appear such things as de- 
ferred debit items, prepaid charges of 


some kinds, and other similar entries, 
all of which are in their proper place 
on that side of the balance sheet, but 
take that place largely as a bookkeeping 
consideration. 

There are two broad divisions of the 
assets: First, the capital assets; that 
is, the assets which form the per- 
manent structure of the corporation. 
The greater part of this item is taken 
up by the property or plant valuation. 
There is no need or likelihood that any 
of these assets will be realized on in 
the immediate future. 

The other broad group of assets is 
that known as quick or current assets, 
and these terms define the character 
of these assets. They are the assets on 
which a quick realization may be had— 
those assets which could be turned into 
money most readily and which are 
turned into money more or less con- 
stantly—as for instance, the bills re- 
ceivable, accounts receivable, and se- 
curities held in the treasury. 

On the other side of the balance 
sheet and in opposition to the capital 
assets, we find the capital liabilities, 
meaning broadly those liabilities which 
produced or represent the fixed capital 
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of the concern. These liabilities are 
the stocks and bonds or other similar 
securities. As a matter of fact, how- 
ever, stock is not a liability in the or- 
dinary sense of the word. The corpo- 
ration is under no liability to pay the 
amount thereof to anyone at any time. 
Inasmuch as there are valuation marks 
on the stock, it goes down in the bal- 
ance sheet in that form. The plan of 
issuing stock without the denomina- 
tion mark of the dollar on it has been 
urged by many, but the effect of this 
upon the structure of the balance sheet 
has been cited as an argument against 
the adoption of this method. 

Following the capital liabilities come 
the current or quick liabilities—those 
liabilities which are represented by ob- 
ligations which have to be paid very 
shortly or which are coming due more 
or less constantly—in other words, lia- 
bilities which correspond to liquid 
assets. 

Now it will be appreciated that thie 
two vital factors in the position of the 
corporation are what it owes for very 
early payment, and what it owns on 
which it could realize quickly. The re- 
lationship between these two groups 
of items tells the story of the position 
of the corporation. It tells whether 
the concern is knocking along doing 
the best it can on small cash resources 
or whether it has a large amount of 
such resources. These resources are 
the working capital—or more strictly 
speaking, the difference between the 
quick assets and the quick liabilities is 
the working capital. 

How much working capital a con- 
cern needs depends entirely upon what 
kind of an organization it is. A con- 
cern that renders services needs far 
less than one dealing in some commod- 
ity, especially some commodity which 
must be manufactured a long time 
ahead of sale. 

A general survey of the balance 
sheet cannot take account of the many 
and varied aspects which show up in 
the consideration of particular exhibits 
of railroads, industrial concerns and 
others. The study of each of these 
needs special consideration. We shall 
take them up in succeeding chapters. 

(To be continued.) 











Bond Market Topics 








How Much Standard Bonds Have De- 
clined.—Early in 1912 bond men believed 
they had seen bottom prices for standard 
bonds, such as the active high-grade issues 
on the New York Exchange. The outlook 
for the year was that the steady and nerve- 
racking decline that has been going on for 
nearly four years was about over and that 
the good business outlook and betterment 
in conditions generally would be felt in the 
better position that these bonds would 
take. But in spite of all prophecies and 
hopes to the contrary, the standard issues 
steadily went down, making 1912 the record 
year for declines since 1908. Taking twen- 
ty-five such bonds, they are now nearly 
seven points down in their average price, 
more than two and one-half points of this 
total loss having been made in 1912. 

This paragraph calls attention to the ex- 
tent of the decline. The reasons have been 
stated so many times that it is superfluous 
to reiterate them. As to whether the end of 
the cycle of rising cost of capital is near, 
there is no way of knowing. Whether the 
return of high grade investments will re- 
main stationary for a while before going 
up further is something the economists are 
guessing at. To practical bankers and se- 


curity sellers there seems to be no pro- 


nounced change immediately ahead. It ap- 
pears to them as if the day of high yield 
bonds is to remain a while longer. 

Institutional Buying of Public Utility 
Bonds.—Another one of the great facts that 
stand out prominently in the investment 
history of 1912 is the marked increase in 
institutional absorption of public utility se- 
curities. Not only are the dealers that em- 
phasize these bonds viewing with satisfac- 
tion the proportions that the total of these 
securities bore to the total output of the 
year, but they feel there is a much larger 
appreciation existing of the investment mer- 
its of these bonds. 

For some years the institutional pur- 
chasing of these bonds was limited. There 
was no great and active demand for them 
from this source. Institutions such as in- 
surance companies, savings banks, build- 
ing and loan associations and others were 
not disposed to take strongly to these 
bonds for various reasons. One prominent 
reason was that these bonds as a class were 
not well seasoned. That reason does not 
hold now as it did five or ten years ago. 
That the obstacles to broad investment in 
these bonds are being overcome is thor- 
oughly attested by the fact that institutions, 
largely national banks, took $53,000,000 more 
of these securities in 1912 than in 1911. 

The stronger the demand from this 
source becomes, the more swiftly and cer- 
tainly will the higher yield railroad bonds ar- 
rive. Heretofore the institutions have been 
the mainstay of the market for high grade, 


low yield issues, and, as a matter of fact, 
they are still. But the opportunities in 
high class utility bonds are attracting this 
class of buying. 

Corporate Financing in 1912.—The year 
1912 shed another ray of light on a subject 
that has interested investment bankers and 
the security buying public for several years. 
In the first place the result of the compila- 
tions showed that the year was one of pro- 
nounced financial activity. During the 
twelve months just closed the total output 
of securities exceeded all previous years for 
some time past. An analysis of this total 
is always interesting to the security sellers, 
as it indicates in a measure the trend of 
conditions and gives the bankers a certain 
basis on which they may reckon in consid- 
ering the outcome of another twelve months 
period. 

The point about the figures for 1912 that 
is most gratifying to a goodly number of 
investment dealers is the great increase in 
public utility bonds. It has been obvious 
for a long time that this class of security 
is pushing into the field in a way that is 
astonishing some of the older bankers, but 
not until the figures for each year are pre- 
sented is the true significance of the situ- 
ation appreciated. Even those who have 
been urging the public utility issues as the 
most popular and satisfying vehicle for in- 
vestment nowadays were astonished at the 
stride this class of security made during 
the past year, for the most reliable compila- 
tions show that there were twice as many 
of these securities issued in 1912 as in 1911 
and three times as many in 1912 as in 1910. 
There is no better indication of the temper 
of the investing public than the evidence 
presented by this flood of high yield bonds 
for they practically all return considerably 
more than 5%, in some cases 6%. 

Security Business and American Extrava- 
gance.—Ior more than five years the cry 
gone up all over the land of the burdens 
imposed by the rising costs of all commodi- 
ties. So insistent and persistent has been 
this wail that it has furnished the text for 
innumerable newspaper and magazine arti- 
cles. So loud has the chorus been that 
voices raised to say a word about other 
potent factors affecting the security business 
have been practically unheard. 

One of the vantage points to view the 
cross currents created by the various fac- 
tors affecting the situation is the invest- 
ment bankers office. There are some in- 
vestment dealers who are willing to accept 
the contention that the high cost of living 
is creating all the disturbance they see in 
the investment markets. There are others, 
however, to whom American extravagances 
loom large and who see no rectification of 
conditions until the American public sees a 
new light. 
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It is not so much general extravagance 
that appears to them to be a determining 
factor, but the automobile extravagance in 
particular. Some of these bankers see dire 
outcome if the stream of people who are 
exchanging their old time 3%% and 4% 
bonds for new 5s and 6s, and even 7% pre- 
ferred stock, does not ease soon. The 
very costly pleasure of automobiling has 
been an enormous drain on the security 
markets. To meet the demands of this ex- 
pensive luxury thonsands have taken what 
seemed to them the easiest method--selling 
out or exchanging old substantial invest- 
ments for newer and less conservative but 
higher yield securities. 

When Will the 5% Railroad Bond Reap- 
pear?—One of the live questions of the in- 
vestment world is whether there will soon 
appear a new crop of 5% railroad bonds. 
Twenty or more years ago the railroads 
had to put out a goodly number of high 
rate bonds, among which were fives in 
large proportion. A little earlier the rates 
ran very high, there being plenty of 6s and 
7s, and in some cases 8% issues. As rail- 
road credit became better the rates went down, 
so that for many years practically all of the 
railroad issues have been first 3% per cents. 
and later in still larger amounts 4 per 
cents. Comparatively few 4%s came out. 
Now it is asked when shall we have the 5% 
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railroad bond? It is obvious that under 
the present condition of the money markets 
and the existing level that has been estab- 
lished in investment return it is impossible 
to sell the low yield bond generally except 
at an incommensurate discount. The broad 
effect of the fact that the highest grade se- 
curities are selling at a discount is some- 
thing of which the investment dealer is 
always aware. 

On the other hand, there 
helpful effect resulting from quotations 
steadily at or above par. The question 
whether it is more desirable to sell 4s at 
the discount or get par or a good premium 
for 5s is one that the railroads will soon 
have to face and settle. Certain it is that 
the backbone of the tendency to cling to the 
old low rate bonds and accept the large dis- 
count has been virtually broken by the Vir- 
ginian Railway in its recent issue of 5s. 
And what has carried the impetus of the 
movement toward higher yield bonds along 
with the greatest force has been the ple- 
thora of issue and success in the market of 
the great variety of public utility bonds. 

Some bankers are decided in their opinion 
that the higher yield bond is a better ex- 
pediency than the low yield and large dis- 
count. It is their opinion the investing pub- 
lic will pay better for the former, to the 
advantage of the railroads. 


is a certain 





Points for 





Investors 








D° not be guided strictly by the invest- 
ment schedules of the institutions that 
buy large quantities of bonds—institutions 
such as insurance companies and savings 
banks. A large part of their investments 
are either very low yielding or compara- 
tively low yielding securities, and are se- 
lected in conformity with the laws affecting 
such investments. Some ideas of ‘variety 
may be gleaned from such lists, but gener- 
ally speaking, the income is lower than a 
private investor can obtain with a satisfac- 
torily high degree of safety. 
* * * 

F XAMINE carefully the title of a bond 

that contains the word “first.” The 
presence of this word does not necessarily 
mean that the bond has a very strong first 
lien on a large part of the property—the 
lien may be first on a small part only, and 
may be very far removed from first on the 
greater part. Again, this word in the title 
may indicate that the mortgage is the first 
of its kind the company has made, and may 
have no direct reference to the character 
of the lien, as, for instance, “First Consoli- 
dated” or “First Collateral” lien. 

* * + 

D° not be altogether suspicious of an ex- 

change proposition of one kind of se- 


curities for another when made by your 
bankers, who, it is assumed, are thoroughly 
trustworthy. Such an exchange may be of 
some profit to the bankers, but it may also 
be profitable for both parties. The bank- 
ers may have a way of handling the trans- 
action that will work out well for all con- 
cerned, and with no loss of position to the 
investor. So much depends upon the in- 
tegrity of the banker that it would be short- 
sighted advice to say that-an exchange 
proposition should be refused peremptorily. 
* 


LASSIFY your investments, putting 
them at least into three grades: The 
first yielding up to four and one-half per 
cent.; the second up to five per cent., and 
the third up to five and one-half per cent. 
If they are all securities actively traded in 
and it is desired to take advantage of mar- 
ket changes, the time to sell class one is 
generally when the money market is easiest, 
for then this type of bond is generally at 
its highest price over a period of several 
months. The time to sell classes two and 
three is not so easily distinguished, but it 
coincides usually with the end of a strong 
period in the whole bond market. Repur- 
chases of these classes are generally oppor- 
tune when opposite conditions prevail. 
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K&EP a small note book for the earnings 

figures of the properties whose se- 
curities you hold, putting down the gross 
earnings, operating expenses and the net 
earnings. The trend of these three items 
will give a fair indication of the position of 
the securities of any property. Only by 
keeping such memoranda can anyone ex- 
pect to be able to retire from the securities 
before the larger body of holders awaken 
to the real situation, and there is something 
of a scramble to get out, with the result 


that prices fall easily and quickly. 
* *~ * 


D° your business with one good house 

so far as possible, so that you become 
what is known as a “preferred client.” By 
being included in that class, an investor 
generally has an opportunity to purchase 
advance offerings of new securities, which 
are frequently made at prices lower than the 
public offering, which comes later. It is 
well, under such circumstances, to have 
some ready money on hand to take advan- 
tage of such advance offerings when they 
occur. 

* + * 


HERE is generally a period of tight 
money during the early part of the 
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summer and another around the middle of 
December. These are the times when pre- 
mier bonds of the ready marketability are 
generally obtainable at concessions, because 
institutions that loan money generally sell 
some of their securities at these periods, 
when they may be able to get better rates 
in the money market. By waiting and 
watching for these opportunities, the care- 
ful investor who wishes to hold a large 
proportion of highest grade securities can 
fill his requirements to the best advantage. 
* *~ * 


D° not expect omniscience of your bank- 

ers. If they are a reputable firm, giv- 
ing their best attention to investigating an 
investment before recommending it to their 
clients, you may be assured of its safety. 
They cannot, however, guarantee absolutely 
that nothing will ever happen to affect the 
position of the security under consideration, 
since unforeseen occurrences arise that up- 
set the judgment of the best of investment 
experts. The past three years have fur- 
nished some notable examples of. sup- 
posedly excellent securities falling far short 
of the original expectations. Some of the 
very best investment houses marketed these 
bonds several years ago. 








The Waldorf Crowd 





THE most active coterie of professional 
speculators in the country holds forth 
at the Waldorf-Astoria. Its principal mem- 
bers have speculated all their lives. Some of 
them are cotton men who occasionally make 
a play in stocks. Some are stock operators 
who now and then take a chance in cotton. 
These things are well known. With the 
ways of the Waldorf crowd, I believe, the 
public is less acquainted. For one thing, it 
never “takes a position.” That is, it never 
commits itself to either side of the market 
on the basis either of conditions or convic- 
tions. It does not play conditions; it has no 
opinions. “Conditions,” said one of its mem- 
bers once, “are all very well, but it takes a 
long time for them to work out.” These Wal- 
dorf plungers, in a word, try to go with the 
current. They may be long of 100,000 shares 
of stock to-day and short of as many to- 
morrow. 
They will take 2 per cent. profit on 50,000 
shares—or a 2 per cent. loss, as happens to 





be the case. Some of them, when the mar- 
ket goes their way, will pyramid a line of 
30,000 shares into one of 100,000 shares. For 
the speculators I speak of do business singly, 
as well as collectively. Probably the most 
successful of them is B. S. Castles, one of the 
largest operators in cotton. Castles, who is 
from New Orleans, has become rich through 
his speculations by doing a very simple thing: 
When he is right he “parlayes”; when he is 
wrong he runs. In the Wall Street game, 
as in the equally difficult one in Hanover 
Square, according to this courteous, cool, cal- 
culating, well-dressed Southerner, who does 
his physical training in the bridle paths of 
Central Park, there is nothing in being stub- 
born. 

Take small losses, and let your profits run, 
is one of his maxims. But there is much in 
information, Castles also realizes, for there 
are few better posted men regarding his own 
specialty of cotton—Adams, in Boston News 
Bureau. 








The Bond Buyers Guide 








N the following table are arranged in order of yield the principal active issues of bonds 
listed on the New York Stock Exchange, the iicome being figured at the latest avail- 
able selling price for lots of 20 bonds or more. They are divided into groups, accord- 

ing to the grade and character of the bonds. 


This table will appear monthly, and will prove invaluable to bond buyers, as well 
as to brokers and to all others who are called upon to select or recommend investments 
It is presented for purposes of comparison only, and mention of a bond issue is not to be 
construed as a recommendation. Our object is merely to show the relative yield of differ- 


ent bonds of each of the several classes. 
(1) High Grade mortgage bonds, many of which are legal investments for New 
York State Savings Banks. 
Interest Price 

Description. Due. Period. Jan. 10. 
Chic., Rock Is. & Pac., ref. g. 4s , 1934 A—O. 88 
B. & O., P. L. E. & W. Va Sys., ref. 4s . 1941 M.—N. 8914 
Texas & Pacific, Ist g. 5s e., 2000 J.—D. 107 
Wabash, Ist g. 5s y., 1939 M.—N. 106% 
Central of Ga., cons. g. 5s : 1945 M.—N. 108 
St. Louis S’west, Ist g. 4s bd. ctfs.......... 3 1989 M.—N. 8914 
Wisc. Cent., 50-yr. Ist gen. 4s ® 1949 jJ.—J. 91Y 
Balt. & Ohio, prior 3%4s . 1925 J.—J. 91% 
Mil. Spar. & N. W., Ist gu. 4s............. Mch., 1947 M.—S. 93% 
So. Pac. R. R., Ist ref. 4s q 1955 J.—J. 93% 
Chic., Mil. & Puget Sd., Ist gu. 4s . 1949 J—J. 93% 
Northern Pac., gen. lien g. 3s . 2047 Qu.-F. 6814 
Chic. Rock Is. & Pa., gen. g. 4s » 1988 J.—J. 935% 
Illinois Central, Ist ref. 4s . 1955 M.—N. 9434 
Atl. Coast Line, Ist g. 4s ks > wee M.—S. 95 
Chic., B. & Q., gen. 4s ., 1958 M.—S. 95 
Cent. Pac., Ist ref. gu. g. 4s .. 1949 F.—A. 9514 
Gt. Northern, Ist & ref. 4%s. Ser. A........ ; 1951 J.—J. 100% 
Mo., Kansas & Texas, Ist g. 4s............. . 1990 J.—D. 9434 
Union Pacific, Ist & ref. 4s ‘ 2008 M.—S. 951% 
Chic. & N’wes., gen. g. 3%s ye M.—N. % 
Balt. & Ohio Gold, 4s . 1948 A—O. 975% 
Reading Co., gen. g. 4s . 1997 J—J. 967% 
N. Y. Cen. & H. R., g. 3%s t 1997 J.—J. 861% 
Norf. & West. Ry., Ist cons. g. 4s bs 1695 A—O. 98 
Atch., Top. & S. Fe., gen. g. 4s ’ 1995 A—O. 98 
Chic. & N. W., gen. 4s J 1987 M.—N. 
Chic., Mil. & St. Paul, gen. g. 4s, Ser. A......My., 1989 J.—J. 9834 
Union Pacific, Ist R. R. & land gr. 4s 3 1947 J—J. 9834 
Nor. Pac. prior lien g. 3s ., 1997 Qu.—J. 9854 
Del. & Hud., Ist & ref. 4s .. 1943 M.—N. 99 
Louisville & Nashville, uni. g. 4s , 1940 J—J. 99 
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(2) Collateral trust bonds selling at prices relative to the great value of the un- 
derlying collateral. 


Chic., Rock Is. & Pa. R. R. 4s , 202 £=xM-—N. 66% 
Gt. Nor., C. B. & Q. coll. tr. 4s , 1921 J.—J. 961% 


N. Y. Cen., Lake Shore, coll. g. 3%s é 1998 F.—A. 79 
Atlantic Coast Line, L. & N., coll. g. 4s O., 1952 M.—N. 2% 
So. Pac. Co., g. 4s (Cent. Pac. coll.)...... Ag., 1949 J.—D. 


94% 


(3) Convertible bonds having no mortgage lien whose quotations are governed 
largely by the price changes of the stock into which they are convertible. 


1953 A.—O. 76 5.49 


Ches. & Ohio, conv. 4%4s R. 1930 F.—A. 92% 5.17 
Erie, 50-yr. conv. 4s. Ser. A ., 1953 A—O. 8214 5.01 
Del. & Hud., 10-yr. conv. deb. 4s ., 1916 J.—D. 97% 4.67 
Sou. Pac. Co., 20-yr. conv. 4s ., 1929 M.—S. 9314 4.57 
N. Y., N. H. & H., conv. deb. 6s : J—J. 125% 4.55 
Union Pacific, 20-yr. conv. 4s J—J. 96% 
Atch., Top. & S. Fe., conv. 4s (issue 1910).. J.—D. 103% 
Atch., Top. & S. Fe, 10-yr. conv. g. 5s...... J.—D. 105% 
Norf. & West. Ry., 10-25-yr. conv. 4s ; J—D. 111% 


Erie, 50-yr. conv. 4s. 


(4) Debenture bonds most all of which are selling on high level because of the good 
general credit of the respective companies. 


Chic., R. I. & Pac., 20-yr. deb. 5s J.—J. 89% 5.89 
Lake Shore. deb. g. 4s ‘ 1928 M.—S. 92% 4.72 
Chic., Mil. & St. P. 25-yr. deb. 4s . 1934 J.—J. 905% 4.70 


N. Y. Cen. & H. R. deb. g. 4s M.—N. 91% 4.65 
Lake Shore, 25-yr. g. 4s My., 1931 M.—N. 92% 4.63 


(5) Semi-investment bonds, many of which are general mortgages, often classi- 
fied as “business man’s” investments. Income yield is reasonably definite index of 


relative worth. 


St. L. & S. F. R. R., gen. 15-20-yr. 5s » 1927 M.—N. 82% 6.73 
Seaboard Air Line, adj. 5s L 1949 F.—A. 76% 6.42 
Iowa Central ref. g. 4s . 1951 M.—S. 64% 6.34 
Wabash, Ist ref. & ext. g. 4s 1956 J.—J. 64 6.27 
Missouri Pac., 40-yr. g. loan 4s .» 1945 M.—S. 70% 6.05 
Denver & Rio Grande Ist & ref. 5s. ........ » 1955 F.—A. 844 5.91 
St. L.& S. F., K. C. Ft. S. & M. Ry ref.g. 4s. O., 1936 A—O. 77 5.79 
Missouri Pac., Ist & ref. conv. 5s . 1959 M.—S. 87% 5.76 
St. L., Ir. M. & S. uni. & ref. g. 4s q 1929 J.—J. 82 5.69 
St. L. S. W. cons. g. 4s -» 1932 J.—D. 80% 5.69 
St. L. & S. F. R. R. ref. g. 4s . 1951 J—J. 76% 5.45 
Erie, Ist cons. gen. lien g. 4s . 1996 J—J. 75% 5 
Southern, devel. & gen. 4s, Ser. A .. 1956 A—O. 78% 

Seaboard Air Line ref. 4s ’ 1959 A—O. 79 

Wabash 2d. g. 5s ., 1939 F.—A. 9 

West. Maryland, Ist g. 4s 1952 A.—O. 834 

Colorado & Sou. ref. & ext. 4%4s ., 1935 M.—N. 94 

Southern Ist cons. g. 5s ' 1994 J.—J. 107% 

N. Y., W’ches. & B. Ist, Ser. 1, 4%4s . 1946 J—J. 97% 

St. Louis, Ir. M. & S., gen. con. g. 5s » 1931 A—O. 106 
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Electric Railway and Light Properties 


Advantages of Combined Operation 
By SCHUYLER R. SCHAFF, Consulting Engineer. 


HE public utility group, of course, 
includes both electric light com- 
panies and electric railway com- 

panies. These are generally considered 
by investors as individual properties. 
A long experience has shown that they 
are steady earners and have an excep- 
tionally high value behind their se- 
curities. 

Experience has further demonstrated 
that it is often advantageous to make 
a combination of these distinct classes 


of properties and through their opera- 
tion under one head, either eliminate 
competition or effect economy in oper- 


ation. The combination of electric 
light and gas is another merger tend- 
ing to eliminate competition and will 
be treated in a later article. 

A brief summary of the advantages 
gained in forming a combination of an 
electric light and railway company will 
be given here, in an attempt to show 
that the combination is not so much a 
merger to prevent competition as it is 
one to accomplish economy in opera- 
tion. 

Electric light companies have always 
operated under the disadvantage of 
having the largest part of their current 
used in the evening, while through the 
day they are required to keep their 
equipment in full operation without 
sufficient sales of current to compen- 
sate for day expenses. An analysis of 
the amount of current sold during the 
evening for lighting purposes and of 
that sold during the day for power pur- 
poses shows that the full amount of 
capacity is being used in the night, 
while in the day time only a small pro- 


portion is taken and the full amount 
of labor and a big percentage of coal 
must be paid for. Practically all light- 
ing companies have been making great 
efforts to sell more and more day 
power and have -been offering it at in- 
expensive rates. 

A concrete example may be taken in 
the Rutland Electric Light Company. 
This company sells lighting current at 
14 cents per kilowatt hour, while for 
power purposes it has been selling cur- 
rent at from 4 to 6 cents per kilowatt 
hour, depending on the size of the con- 
tract involved. A further instance is 
the Nassau Light & Power Company. 
It has been selling lighting current for 
15 cents per kilowatt hour and power 
current for about 5 cents. 

These efforts to acquire a day load 
in an electric light company can best 
be expressed as an attempt to equal 
the peak load. It happens in practice 
that the greatest amount of current 
used at any one time is taken between 
five and seven o’clock in the evening, 
when a large part of the offices and 
factories are still open and when the 
greatest proportion of current for do- 
mestic purposes is also being used. It 
is obvious that it is necessary to have 
sufficient machinery and equipment to 
carry this extra large load. 

Current sold to consumers gradually 
falls off until at midnight only a small 
percentage of the total capacity is used. 
The power consumed remains low un- 
til morning when the power load 
comes on. If the company has been 
successful in its attempts to secure a 
day load in operating the machinery of 
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factories in the neighborhood, it will 
be found that the plant will be paying 
for itself during the day time, but 
otherwise a considerable loss will be 
sustained. 

The aim of every company engaged 
in electric lighting is to make the day 
sales of power equal the night sales. 
That is, to equalize the peak load. Ex- 
perience shows that an evenly distrib- 
uted load of this kind means a consid- 
erable saving in operation with an in- 
crease of net earnings. A company 
operating in Ohio as a holding com- 
pany for six different electric plants 
has found it a paying investment to 
pay large salaries to power salesmen 
and also to give them a big commission 
for power contracts. They have placed 
a salesman in each of the six towns in 
which the holding company operates 
and have obtained excellent results in 
their efforts to equalize the sale of cur- 
rent throughout the whole twenty-four 
hours. 

Electric railways have a_ similar 
problem to deal with, as their peak load 
occurs in the day time. The greatest 


number of passengers are carried then 
and it is necessary to add more cars 
and use more current for their opera- 


tion. Furthermore, electric railways 
are practically at a standstill after 
eleven o'clock at night, as their service 
gradually dwindles from six o'clock to 
that time. 

Two classes of public utilities, one 
of which operates its plant chiefly at 
night and another which operates 
chiefly in the day time, give an oppor- 
tunity to combine and reduce their 
capitalization through cooperative use 
of one power equipment and accom- 
plish an equalization of power that will 
tend greatly to reduce operating ex- 
penses and increase net earnings. A 
great number of electric light and elec- 
tric railway companies have taken ad- 
vantage of this condition and have 
merged under one head to their mutual 
advantage. 

The combination of two such com- 
panies practically means that each of 
them uses the power plant on part 
time. Either of the two operating 
singly would require as great a capac- 
ity and as great a staff as when com- 
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bined. But the combination means 
that this equipment of machinery will 
be running continually at its full ca- 
pacity and earning steadily on its cap- 
italization. It further means that the 
staff required to keep it in operation 
is steadily employed. 

The two most interesting points that 
come up to the attention of an investor 
are the reduction of capitalization and 
the reduction of operating expenses. 
A properly equipped plant will usually 
cost in the neighborhood of $175 per 
K. W. capacity and will add that 
amount to the capital. 

A concrete example may be taken in 
the Nassau Light and Power Com- 
pany, which has a plant of approxi- 
mately 10,000 K. W. capacity. The 
plant itself, without allowing for the 
transmission lines, real estate and 
other charges may require approxi- 
mately an additional million and three 
quarters in capital. The interest on 
this capital at 5 per cent. would mean 
an annual charge of $87,500, which 
must be paid out of earnings. 

Two properties, one an electric light 
company and the other an electric rail- 
way company, using a power house of 
this size, would each save half that 
sum in interest charges by combining 
and using the same equipment. 

A power house of 10,000 K. W. ca- 
pacity should be able to operate sev- 
enty miles of track, if the cars run on 
a fifteen minute schedule, as is very 
often the case on interurban roads. Or 
it could operate twenty-five miles of 
street car service with the cars run- 
ning at approximately five-minute in- 
tervals. It would be possible for a 
lighting company having a power 
house of this size to take care of all 
the power required for an electric line 
without adding in any way to its cap- 
italization. Another point of view is 
that it would be possible for an electric 
railway to sell current for lighting put- 
poses up to the capacity of its plant 
without adding to its capitalization for 
generating equipment. 

A point of* great importance to an 
investor is that the combination of two 
such companies ‘would mean a saving 
of the cést of operation of an entire 
plant. In the case mentioned above 
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the cost of operation of the plant may 
be taken at approximately $160,000 per 
year, depending on its location and the 
cost of fuel at that point. While this 
cost may be taken as an average cost 
for twenty-four hour operation at full 
capacity, it should be remembered that 
it is approximate only and varies with 
the locality. The consolidation of an 
electric light with an electric railway 
property would eliminate the cost of 
operating one of the plants, and would 
save a total of about $160,000 or prac- 
tically $80,000 to each in addition to in- 
terest charges. 

The actual running expenses of a 
plant are very apt to keep up to the 
point of full operation. That is, it is 
not true that a plant selling half its 
full capacity of current costs half as 
much to operate as one running at full 
capacity. Practice has shown that the 
slight saving in fuel is only a small 
proportion of the full cost of operation. 
An investor wishes to see the gross 
earnings increase and the cost of oper- 
ation decrease, as that brings dividends 
and a surplus over them. A combina- 
tion of this kind usually means this 
greatly desired increase. 

The franchise for an electric light 
and railway merger is no more difficult 
to obtain than the same rights for each 
property taken separately. In general 
if either property obtains a foothold it 
is comparatively easy to obtain the 
rights necessary to operate in the other 
field. 

The Albany Southern Railway, a J. 
G. White property, having the terri- 
tory east of the Hudson River between 
Albany and Hudson, N. Y., has gone 
into the business of lighting the va- 
rious towns along its line that seem 
large enough to promise profitable re- 
turns. The railway has practical con- 
trol over that part of the country and 
through its control it has obtained 
franchises that would require a consid- 
erable amount of adroitness for an out- 
sider to obtain. 

A careful analysis of the operating 
efficiency of a property gives an excel- 
lent indication whether it is being suc- 
cessfully operated. The ratio, between 
the gross earnings and the net earnings 
expressed in percentages would give 
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this result, and is quickly calculated. 

The latest full year’s earnings of the 
Macon Railway & Light Company, 
operating in Macon, Georgia, shows a 
net earning of $234,395 out of a gross 
earning of $512,350. The operating 
ratio comes to about 46 per cent., which. 
is remarkably low. It means that the 
operating expenses have been reduced 
to a minimum and the income in- 
creased beyond that of average com- 
panies employed in the lighting busi- 
ness exclusively. 

All combined electric light and rail- 
way companies are able to give as 
steady an income and as much value 
behind their securities as if they were 
operated separately, if the railway in 
the consolidation is a street railway. 
The combination of an electric light 
company or series of electric light com- 
panies with an interurban railroad 
brings in the question of the original 
location of the railway. If the railway 
is properly located and has already 
proved its earnings, the combination 
will in all probability continue to pay. 

If the railway enters the lighting 
field in the towns along its lines, it 
will probably show an increase in out- 
put of current and consequently an ad- 
dition to its net earnings without an 
increase of capital expenditure. In 
general an interurban line increases its 
strength and standing in the commun- 
ity in which it operates by entering the 
lighting field, as it is able to give 
cheaper and better service than inde- 
pendent companies of small size. An 
investor would do well to investigate 
the probability of the future lighting 
business of any interurban line in 
which he may be interested. An in- 
vestigation of this kind can be easily 
carried on by anyone by noting the lo- 
cation of the line and knowing whether 
many towns along that line have or 
have not electric light systems of their 
own. 

As a rule a lighting system which 
buys current from a railroad can be 
made profitable in a town as small as 
1,500 population, and will add its pro- 
portion of income to the regular in- 
come of the interurban line. The fact 
that there may be already a lighting 
system operated by private interests in 
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the town would not necessarily affect 
the earnings of a railroad attempting 
to enter that territory with a lighting 
business. 

An interurban line which has a large 
central station can deliver its output 
of power much more cheaply and give 
better service than a lighting plant op- 
erated by itself, and this is true espe- 
cially in small towns. But a railway 
system should not try to compete with 
a plant which is run by the city itself 
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and in which the people as a whole are 
interested. 

Operations to enter the lighting field 
have been going on in the middle west 
in Indiana and Illinois. The network 
of interurban lines connecting various 
cities like Toledo, Cincinnati, Indian- 
apolis and Louisville have begun to 
enter the electrical field by supply- 
ing the small towns scattered along 
their routes with current for lighting 


purposes. 








Public Utility Notes 








Central Illinois Public Service Company. 
—This company has_ recently issued 
$1,000,000 of 5% first and refunding gold 
bonds due 1952. Provision is made that 
they shall be redeemable at 105 on any 
interest date. They are issued in de- 
nominations of $1,000, and are coupon bonds 
registerable as to principal. This company 
is a holding company for public utilities 
operating in central Illinois. It owns the 
entire street railway, electric lighting and 
power business in Charleston, Mattoon and 
Kansas, Illinois, as well as interurban lines 
connecting them. Present funded debt of 
the company is $5,525,500, including funded 
debt on all subsidiaries. Earnings for last 
year were $185,889, which appears to be 
net earnings after payment of funded debt. 
These bonds are offered at 95 and interest. 


United Railways of St. Louis.—The public 
service commission has recently completed 
a valuation of tangible assets. Their value 
places tangible assets at approximately 
$37,000,000, while the capitalization of the 
company is slightly in excess of $100,000,000. 
The findings of the commission seem to 
show that the United Railways of St. Louis 
are greatly overcapitalized. The commis- 
sion has further discovered an inflation of 
nearly $700,000 in the year’s earnings. 


Sierra & San Francisco Power Company. 
—This company has secured a listing on the 
New York Stock Exchange of $6,500,000 of 
its first mortgage 5% forty-year bonds in 
$1,000 denominations. This issue is part of 
an authorized issue of $10,500,000, which 
may be increased up to a maximum limit of 
$30,000,000. $4,200,000 has been applied 
for extensions to the plant and $2,300,000 
to carry on the work in progress, including 
miscellaneous expenses. This company is 
in the business of furnishing electricity 
both from hydro-electric plants and steam 
plants with the total capacity of 78,000 H. P. 


It has in addition about 200 miles of high 
tension transmission and 300 miles of pole 
lines. The total funded debt of the com- 
pany to date is $14,657,000 with a capital stock 
of $20,000,000. The earnings of last year 
show only a surplus of $88,677 in excess 
of interest on funded debt. 

California Railway & Power Company.— 
An issue of $500,000 sinking fund prior 
preference 7% stock of par value $100 has 
recently been issued by this company. This 
company is a holding company under the 
laws of Delaware to acquire eventually all 
the outstanding capital stock of the United 
Railroad of San Francisco, San Francisco 
Electric Railway Company, Sierra & San 
Francisco Power Company and the Coast 
Valley Gas & Electric Company. This is- 
sue is equivalent to a first preferred issue 
with provision for retirement at par. Earn- 
ings for year show a surplus on subsidiaries 
of over $1,000,000, which is applicable to 
payments on this holding company. This 
company has issued to date nearly $50,000,- 
000 par value of stocks. It is closely identi- 
fied with the United Railways Investment 
Company and the Philadelphia Company. 

Electric Bond and Share Company.—This 
company is offering its preferred stock. It 
has paid dividends on it at the rate of 5% 
per annum since organization to 1911, when 
they were increased to 6%. Preferred stock 
is callable at 110 and accrued dividends. 
This company is a holding company for 
electric properties exclusively and is itself 
controlled by the General Electric Com- 
pany. Latest earnings show preferred divi- 
dends earned six times over. Provision is 
made that there shall be an 18% surplus of 
par value of the outstanding preferred stock 
before common is payable. The stock 
capitalization of the company at present is 
five million each of preferred and common. 
The General Electric Company owns all the 
common, which it purchased at par. 
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INVESTMENT: The placing of capital in a more or less permanent way, mainly for the income to be derived therefrom 





Your Opportunities in Wall Street 











HAT you want to know is how 

W you can make more money, in 

Wall Street or anywhere else. 

We are satisfied that in this matter we 

interpret your views correctly, for it is a 

point on which humanity is pretty much 
agreed. 

You want the money because of 
what you can do with it and what it will 
do for you, your family, your community, 
and for the causes in which you are in- 
terested ; the inconveniences and limita- 
tions it will relieve you of, the dangers 
it will ward off and the increased com- 
forts or luxuries it will supply. 

You want to make this money not only 
honestly but honorably. You wouldn't be 
willing, probably, to make your money in 
the way certain rich men made theirs. 
You don’t want to injure the public in 
advancing your own fortunes—which is 
nothing but a form of stealing, even 
when it is done so shrewdly as to be 
within the law. 

You know that money can be honestly 
made, for you see plenty of people doing 
it. The practical and pressing question 
with you is “How?” 

* * * 


THE principal difference between a 
Patagonian savage and Thomas 

Edison lies in two qualities—intelligent 

foresight and persistent industry. 

When the savage develops foresight 
enough so that he says to himself, “Now 
if I had a weather-proof hut I would be 
more comfortable and have better health, 


and could therefore hunt better and fight 
better,” he has laid the foundation of a 
skyscraper. 

Then he must be industrious enough 
to lay up a supply of food to last while 
he builds the hut, and to persist in his 
labors until his shelter is completed. 

In the same way he gradually comes 
to perceive that a canoe would help him 
in fishing, and makes the canoe; that a 
stone hammer would aid him in killing 
game; a patch of grain would protect 
him against famine in times when game 
is scarce, and so on. 

From these beginnings it is nothing 
but a long succession of similar steps to 
the steam locomotive, the electric light 
and the Bank of England. 

Self-denial, labor, the adaptation of 
means to ends—all these are necessary ; 
but the confident vision of better things 
must precede the reality. First, in every 
instance, must come intelligent foresight. 
It is a quality worthy of a little careful 


study. 
AS civilization progresses foresight 
must extend farther and farther 
into the future. The Indian made him- 
self moccasins for almost immediate use, 
and the return for his work came within 
a few months at the longest. But the 
builder of a modern shoe factory is antici- 
pating the people’s wants by several 
years, and a long period of years will 
pass before the original investment can 
be repaid in the form of profits. 


* * * 
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In the management of the affairs of a 
nation or of a great corporation, fore- 
sight may easily extend beyond the life 
of the individual who exercises it. When 
Jefferson bought the territory of 
Louisiana from France, he was looking 
far beyond his own lifetime. President 
Cassatt, in building the New York Ter- 
minal of the Pennsylvania Railroad, was 
providing for the development of busi- 
ness half a century ahead. The same 
thing is true of the great acquisition of 
coal lands by the Reading Railroad. 
Their immediate value to the company 
was slight. The officers of the company 
were taking “the long look ahead.” 

* % * 


WE are all familiar with the continual 

division and sub-division of labor 
as civilization becomes more com- 
plex. Not all of us stop to consider that 
this is accompanied by an almost equal 
division of foresight. 

Think of the degree of practical wis- 
dom and ability to look ahead that was 
necessary for the pioneer in the early 
He was obliged 


days of this country. 
to provide for practically all his own 
wants. For his food supply he must plan 
two years ahead, to cover the possibility 


of a crop failure in one year. He must 
clear the ground, plant, till and harvest 
far in advance—or starve. 

For his clothing he must first raise the 
sheep, then shear, card, spin, weave, dye, 
cut and sew before this primary want of 
warmth and covering could be met. And 
even before the sheep must come the 
shelter for them, before that the cutting 
and curing of suitable lumber, and so on. 

Each act of his every-day life involved 
a complicated forecast of the future, none 
the less real because it came to be a sort 
of instinct with him. Accidents and dis- 
asters must be guarded against, on pain 
of prompt punishment by want or 
hardship. 

Today we have subdivided his fore- 
sight just as we have subdivided his 
work. When you need food, all the fore- 
sight required of you is that you have the 
price of a meal; the café is just around 
the corner, and the proprietor has re- 
lieved you of all care in providing the 
necessary variety of supplies. 

When the manager of the restaurant 
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needs bread he merely calls up the baker, 
who has exercised the necessary fore- 
sight to provide an abundance. When 
the baker needs flour he has only to call 
on the grocer ; the grocer falls back upon 
the wholesaler; the wholesaler upon the 
mill; the mill upon the elevator; and the 
elevator upon the farmer. 

This division of foresight gets much 
better results than the pioneer could get. 
The baker can tell very closely how many 
loaves of bread will be needed each day, 
but he wouldn’t have the remotest idea 
how many bushels of wheat the elevator 
man would need for the season. Each 
man becomes an expert in foreseeing 
conditions in his own particular field. 

+ * * 


EXT comes the development of group 
foresight. 

The point is reached where the price 
of every staple registers not only the im- 
mediate demand for and supply of that 
article, but also the opinions of dealers as 
to the future. 

One group of dealers become thor- 
oughly familiar with the conditions af- 
fecting wheat, and the probable supply 
and demand for some time to come. If 
they expect higher prices, they increase 
their stocks on hand—the elevator man 
fills his storehouse; the miller loads his 
bin ; the wholesaler piles up his barrels— 
and all this buying raises the price to or 
near its proper level. 

But if dealers look for lower prices, 
they all try to be found owning as little 
wheat as possible, and the selling of their 
supplies on hand tends to reduce prices 
toward their probable future level. 

Thus the price of every product is ad- 
justed to future conditions by the col- 
lective foresight of the people who deal 
in that product. 

To make buying and selling easier and 
quicker, central markets grow up in all 
the important commodities. 

This group foresight is naturally much 
more accurate than the foresight of any 
one individual. Each person has his own 
peculiar ideas and ways of reasoning, 
and the information of each one is lim- 
ited; but when all are combined in the 
central market there is obtained a close 
approximation to a price representing the 
situation as a whole. 
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BY substantially the methods above 

outlined men exercised their pow- 

ers of intelligent foresight in establishing 

prices for various commodities long be- 

fore it was possible to do anything of the 

kind in gauging the value of business 
enterprises. 

For example, an unincorporated res- 
taurant has a highly problematical value. 
Its success depends, probably, upon the 
personal knowledge and ability of its 
manager. It may be paying large profits 
under his control, while a new and inex- 
perienced buyer would lose heavily in 
trying to run it. What it is worth de- 
pends very largely on the ability of the 
owner to handle it successfully. 

But when an incorporated company 
runs a long string of restaurants, under 
a well-established system, like the Childs 
Company for instance, the value of the 
stock is known and the price responds to 
the varying conditions and prospects of 
the business. 

The incorporation of companies and 
the free purchase and sale of their stocks 
in the market gives an opportunity for 
the exercise of foresight in regard to the 
future value of such stocks, just the same 
as in wheat, cotton, iron or any other 
commodity. 

If the Union Pacific Railroad were a 
partnership, then the partner who owned 
a one-millionth interest in the business 
would have very little opportunity to in- 
crease his ownership if he thought the 
earnings would double in a few years, 
or to decrease it if he feared the company 
would go into bankruptcy. But since the 
company is incorporated, the holder of 
two shares of stock can at any moment 
buy more stock if he looks for more pros- 
perous business, or sell his two shares if 
he anticipates trouble. 


* * * 


Our of these conditions there gradu- 
ally develops a general market for 
capital. 

Just as the price of wheat or iron is 
influenced not only by present conditions 
of demand and supply, but also by the 
opinions of dealers as to future prospects, 
so the price of Union Pacific or of any 
other stock responds both to the supply 
of and demand for capital, and to the 
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prospective earnings of the company 
represented. 

In America, Wall Street has become 
the great free market for capital. It is 
there that idle money flows seeking an 
opportunity to earn interest, and thither 
gravitate interest-bearing securities of 
all kinds when their owner wants to turn 
them into cash. 

It is in Wall Street, therefore, that the 
greatest opportunities for the exercise of 
intelligent foresight are found. Where 
the savage could use foresight only in the 
most primitive ways; where the pioneer 
could apply his foresight only to his own 
personal efforts; where the merchant of 
former times was restricted to merely in- 
creasing or decreasing his stock of goods 
according to his interpretation of condi- 
tions; today any owner of capital, 
whether his fortune consists of $20 or 
$20,000,000, can employ whatever de- 
gree of intelligent foresight he may pos- 
sess to place his money in such invest- 
ments as are, in his opinion, likely to 
benefit from future conditions. 

We would be the last to say that Wall 
Street is free from abuses or that its 
methods cannot be improved—nor could 
this be said of any other locality or line 
of business. Every industry undergoes 
a continual slow process of development. 
Perfection would mean stagnation; and 
it is certainly to be hoped that Wall Street 
will hold its own in progress and im- 
provement with mechanics, art and busi- 
ness organization. 

But after all this is said, it remains 
true that the Wall Street of today pre- 
sents the best field for the use of that 
endowment which has formed the chief 
and fundamental basis for the gradual 
advance of the human race from savagery 
to enlightenment. 

Some day a better way may be found 
for doing all these things, but for the 
present the stock market is the best we 
have. 

* ok * 


Now, where do you come in? What 
is the direct connection between the 
above and your personal fortunes? 
How much opportunity do you find in 
your daily work for the exercise of in- 
telligent foresight? Probably very little. 
If you are the manager of a business 
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enterprise, whether it is a fruitstand or 
a big manufacturing company, you have 
some chance to anticipate future condi- 
tions in certain limited ways. If you are 
an employee you have scarcely any 
chance. 

In the management of your own 
money, however, you have all the chance 
that anybody has. Hardly any limita- 
tions of distance, time or funds could 
prohibit you, for example, from buying 
stocks in a period of general depression 
and holding them for a substantial ad- 
vance. Nothing—except perhaps your 
own lack of information—could prevent 
you from buying a few shares of the 
stock of a growing railroad and par- 
ticipating in its growth. 

The once ready wit of a pioneer pop- 
ulation will soon become atrophied in the 
man who spends his days in the monot- 
onous “buffing” of hundred after hundred 
of shoe soles, or in automatically adding 
column after column of figures—if he 
doesn’t seek some outside opportunity for 
the use of his intellectual faculties. 

Why should he not employ his fore- 
sight upon the prospects for the stock of 
the company he works for, just as he 
would be called upon to estimate its 
future if the business were a small one 
and he owned and operated it himself? 
Searcely anything else he could take 
up would so broaden his mental powers, 
enlarge the scope of his views, and fit 
him either for business responsibility or 
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for an intelligent understanding of na- 
tional conditions. 
* * * 
E noticed, however, another essen- 
tial difference between Edison and 

the Patagonian—the quality of persistent 
industry. Ina way this is included in the 
phrase “intelligent foresight,” for indus- 
trious and persistent effort will be neces- 
sary to make any man’s foresight really 
intelligent. 

The shriveled brain of the shoe 
buffer will require a considerable process 
of development before he can success- 
fully estimate the future of business con- 
ditions and investment values. 

Yet he will soon discover that there is 
no radical difference between a small 
business and a large one and that the 
same practical common sense which 
makes a man successful in a small way, 
may be applied equally well to larger 
matters. 

Every man needs a hobby aside from 
the routine of his daily work. Why not 
make your hobby the development of this 
quality of intelligent foresight? You 
may be already capable of applying a fair 
degree of foresight in the successful 
choice of securities, or you may need to 
study principles, methods and values. In 
either case, you can do nothing better 
with your natural mental powers than to 
improve them and learn to apply them 
in the profitable investment of your 
money. 








The Woman Investor 


Her Perils and Her Needs 
By S. W. STRAUS 








N years gone by, the woman investor, to 
| use a Hibernicism, was not an investor at 
all. She transacted her business solely 
through her attorney or some relative, and in 
nine instances out of ten did not even know 
where her money was placed, or care, so long 
as she received her interest regularly and 


verbal assurances of the safety of her 
principal. 
But events move fast in the twentieth cen- 


tury, and the same considerations that have 


brought about the entering of women into pol- 
itics has caused their entrance into the offices 
of investment houses, certified check in hand, 
seeking investment information direct. 

A steadily increasing number of women are 
making their own investments on their own 
judgment, and the spread of investment in- 
formation among the “impatient sex” would 
surprise many who have believed that 
woman’s sole province is the home. 

There seems to be a certain revulsion from 
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the old-fashioned idea that a man should keep 
his business affairs a dark secret from his 
women folk. Needless to say, the widow, ab- 
solutely ignorant of business matters and not 
knowing the difference between a hond and a 
share of stock, is hardly in a position to invest 
safely the estate her husband leaves her on his 
demise. Where a widow, so situated, has the 
best of legal counsel, there is, perhaps, little 
harm done. But the large sums of money lost 
by widows in reckless promotion ventures 
show that a study of the elements of invest- 
ment will repay the one sex as much as the 
other. 

Not a few business men now-a-days are in- 
structing their wives in the science of invest- 
ment, and firiding them apt pupils. Such in- 
struction need not be, and probably could not 
be thorough, but it should be sufficient so that 
a woman left suddenly a widow with a com- 
fortable estate on her hands, knows that her 
investment should be limited to certain con- 
servative classes of bonds and the best grade 
of real estate first mortgages, and that, more- 
over, her money is best placed through an 
investment house of experience and standing 

The woman investor should know likewise 
that the safety of an investment is not to be 
judged by mere decorative appearance. A 
handsomely engraved bond is not necessarily 
a sound one, and a property of architectural 
merit does not necessarily represent invest- 
ment merit as well. 

This brings to mind a story which should be 
a classic, of a woman who entered an invest- 
ment house with $10,000, her entire surplus, 
to invest. She was desirous of purchasing a 
mortgage, and the salesman who waited on 
her showed her a number of choice mortgage 
loans and explained their merits. But a single 
mortgage is not the best investment for a sur- 
plus fund, especially for a woman, and the 
salesman explained also how a large first 
mortgage on improved city property may be 
divided up into an issue of first mortgage real 
estate bonds, suggesting to his prospective 
client that she place her money in bonds rather 
than in a mortgage, diversifying her invest- 
ment among several issues. The idea appealed 
strongly to her, and he selected, as his first 
offering, some bonds which had been repur- 
chased from another client. They were se- 
cured by property which had greatly enhanced 
in value since the loan was made, some years 
back. The company had increased its earn- 
ings very largely, and a considerable portion 
of the bond issue had been paid off by serial 
maturities. The value of the security to the 
outstanding bonds at this particular time was 
in a relation of more than 4 to 1, and the 
salesman felt exceptionally justified in recom- 
mending this particular investment to a 
woman in her circumstances. 

She wished to see a picture of the plant of 
the company, and, after some little difficulty 
one was found for her. She was not favorably 
impressed with the investment. 

“Haven't you something that looks sweller 
than that?” she asked. 

Some may regard this as an example of the 
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eternal feminine in finance, like the instance 
of the other woman who signed four checks 
in four different ways on the same day. But 
such instances are becoming more and more 
rare, as investment knowledge is spreading 
among the sex that once was in complete 
ignorance of even its rudiments. 

As a matter of fact, no man has a right to 
criticise a woman for lack of investment 
knowledge. If women are ignorant of finance 
they may justly claim that men have endeavor- 
ed to keep them so, and that the lords of 
creation have regarded this particular field 
as exclusively their own domain. 

Knowledge of investment is spreading 
everywhere among the American people and 
investment houses are no longer surprised 

when they receive letters from remote coun- 
try villages asking pointed and acute questions 
about their offerings. Popular magazines 
maintaining departments edited by men of ex- 
perience and wide knowledge have done much 
to educate the people and, too, the financial 
magazines are more and more extensively read 
and are reaching a constantly widening circle 
of readers. 

As a result of the campaign of education, 
the public has begun to realize what the bet- 
ter investment houses have long realized, 
namely: that a woman’s investment should be 
of an exceptional standard of safety. There 
are a few business women who invest for 
themselves, who have ample funds, ample 
means for investigation and who feel them- 
selves as fully justified in taking a “business 
woman’s risk,” if it may be so called, as the 
average prosperous business man. 

Their number is limited, however. Ninety- 
nine out of a hundred women investors are of 
the class who are more or less dependent— 
and in many cases entirely dependent—on the 
income from their investments. Such investors 
should limit themselves to the safest and 
soundest securities, purchasing for safety and 
income, and disregarding such qualities as 
possible appreciation in value and the opportu- 
nity for profit along with more or-less assured 
income. 

That widow is fortunate whose husband’s 
will directs her to make no investment with- 
out obtaining the advice of an investment 
house of high standing. Otherwise she has a 
thousand chances of going astray financially. 
She has friends who have invested money in 
land and made a profit; others have placed 
their funds in business ventures of one form 
or another; still others have a fondness for 
high rate preferred stock. They have all made 
money in this way—why should not she? If 
she were so situated that she could assume 
even a reasonable risk she might be justified 
in following their advice, but, dependent on 
her investments for her income, she must make 
certain that her principal is safe with an iron- 
clad safety and the regularity of her interest 
payments assured. 

There are only a few types of investment 
sufficiently safe to be suited to the require- 
ments of such investors. Fortunately it is not 
difficult to find out what they are. In fact, a 
number of states have indicated by law the 
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safest classes of investments and prescribed 
these as fit investments for the funds of sav- 
ings banks and of trustees. 

In general, these investments are the bonds 
of the national government, of certain states, 
of certain municipalities with excellent credit 
standing, a limited class of railroad bonds, 
and last but by no means least, notes or bonds 
secured by absolute, direct first liens on im- 
proved real estate, with a large margin of 
safety over and above the total amount of the 
loan. 

The average real estate mortgage has this 
disadvantage for a woman investor—that it 
usually runs for five years and at the end of 
that time it must be renewed. But real estate 
bonds, secured by direct first liens on high 
class city property may be obtained to yield the 
same rate of interest and run for a longer pe- 
riod—ten to fifteen years. 

If the woman investor follows these hints 
she cannot go far wrong: 


(1) She should go to an investment banker 
of experience and standing, explain her posi- 
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tion and her needs as fully and frankly as 
possible. 

(2) She should satisfy herself with a mode- 
rate income return. 

(3) She should not put all her “eggs in. one 
basket,” but should break up her investment 
among a number of different bond issues or 
mortgages. This will have the further ad- 
vantage, if she uses care in selecting her 
interest dates, of providing her a steady 
income throughout the year. 

(4) She should buy little or no stock. 

(5) She should satisfy herself that her in- 
vestments have a reasonable degree of market- 
ability so that she could turn at least a portion 
of them into cash, with little or no sacrifice, 
should a sudden emergency demand it. 

The first step, and most important one, is 
the selection of one’s investment banker. 
When this selection is rightly made the rest 
follows almost as a matter of course, and it 
is needless to say that the better American 
houses will not sell anything but the safest se- 
curities to a client whose position demands the 
utmost attainable safety. 








Canadian Pacific 


A Few of the Manifold Activities of this Colossal Corporation 


By ERSKINE DALY 








WOMAN—an American, not a 
A Canadian—came to my office 
the other day and wanted to 
buy some Canadian Pacific. An ac- 
quaintance asked her: “Why don’t you 
buy some Union Pacific or Atchison or 
Pennsylvania?” She replied: “The 
American railroads wear hobble skirts; 
Canadian Pacific can do anything.” 
She continued: “I went on a trip in 
Canada recently and stopped at a Can- 
adian Pacific hotel. I desired to go 
driving and a Canadian Pacific livery 
carried me. The charge for the drive 
was $5, while an independent firm 
would have charged $4. The extra 
dollar went to the Canadian Pacific. 
The railroad secured not only the profit 
from railroad transportation and from 
the hotel, but obtained a part of the 
payment for every form of service 
performed in and around that hotel. 
“What I saw in Canada settled the 
investment question for me. I resolved 
to buy Canadian Pacific, and no other 
railroad stock will satisfy me.” 


My American woman friend had her 
reason for buying Canadian Pacific. 
Slightly enlarged, her reason was 
based on the broad scope of the busi- 
ness of the company. To that might 
be added: “without interference, gov- 
ernmental or otherwise.” 

Canadian Pacific is a landlord on a 
splendid scale. Its hotels, nearly all of 
them palatial, can be found in all parts 
of Canada. These contribute largely 
to the company’s treasury. And the 
hotels are so well managed that they 
lead many travelers to use the railroad. 
The hotels are immensely profitable. 

Canadian Pacific is also a landowner, 
quite the largest landowner in the 
world. Its unsold lands at the begin- 
ning of the current year exceeded 
eleven million acres. 

These lands, at the average price of 
sales last year, $15.99 per acre, are 
worth almost $165,000,000. That 
amount, however, neither represents 
their actual value nor shows the rapid 
increase in their valuation. 
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Sir Thomas Shaughnessy says that 
between 1881 and 1885 the entire land 
grant, amounting to 26,710,400 acres, 
was not considered worth $15,000,000. 
As recently as 1903 Canadian Pacific 
received only $3.67 an acre for the sale 
of 2,639,617 acres. Since 1903 the av- 
erage price obtained for land sales has 
gradually risen and last year some 
670,000 acres were sold at an average 
price of $15.99 an acre. The record 
seems to justify the assertion that Can- 
adian Pacific’s property is mounting 
more rapidly in value than that of any 
other of the large landowners of the 
world. 

Nearly 60 per cent. of the eleven 
million acres granted to the Canadian 
Pacific system and unsold at the be- 
ginning of the fiscal year belongs to 
what may be called the Canadian Pa- 
cific proper. These 6,500,000 acres, of 
which about one-tenth is sold yearly, 
and which brought $16 an acre last 
year, are really largely undervalued. 
The acres are close, of course, to the 
main line of the Canadian Pacific Rail- 
way and consequently are within the 
area that is being most rapidly settled. 
It is inevitable that such lands should 
advance rapidly in price. 

The six and a half million acres, once 
nothing but barren prairie, are only 
one-fourth of the original grant, which 
gave the railroad every odd-numbered 
section of land extending twenty-four 
miles on either side of the track from 
Winnipeg to the Rocky Mountains. 
Nevertheless the land, if gathered into 
one farm, would comprise a total of 
more than ten thousand square miles. 

How much Canadian Pacific can 
realize from this land cannot be esti- 
mated. As settlers come in, the land 
by necessity appreciates in market 
value. The railroad has already given 
evidence of its intention to sell lands 
only to individuals who will personally 
cultivate and develop their farms, and 
the official announcement of this step 
shows that this company anticipates 
much higher returns per acre from the 
land remaining in its possession than it 
has received in the past or is receiving 
at present. In fact, some expect Cana- 
dian Pacific to obtain between $175,- 
000,000 and $200,000,000 from the 
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6,500,000 acres owned on June 30 last. 
The lowest estimates run from 
$130,000,000 to $150,000,000. 

In addition the company owns 
1,150,000 acres of land on Vancouver 
Island. When Canadian Pacific pur- 
chased the Esquimalt and Nanaimo 
Railway in 1905 it obtained 1,400,006 
acres of land for less than a dollar an 
acre. Since 1905 about 250,000 acres 
have been sold for an aggregate of 
$3,364,000 or about $13.50 an acre. In 
his annual report to shareholders Pres- 
ident Shaughnessy admits that the land 
remaining unsold has a greater value 
than that from which $13.50 an acre 
was realized. Conservative estimates 
place a total value of between $20,000,- 
000 and $25,000,000 on this land on 
Vancouver Island. 

The original grant extended from 
Otter Point, on the west coast of the 
Island, to Crown Mountain on the 
north, and has the east coast of the 
island with many bays as its boundary. 
The territory comprises large areas of 
splendid forests and in the valleys, not- 
ably Cowichan, has fine agricultural 
land where the soil seems to be adapt- 
able to all kinds of crops and is partic- 
ularly suitable for fruit. The quality 
of the land warrants a high general val- 
uation. 

This contrasts with the British Co- 
lumbia lands. These were recently re- 
conveyed to the Government of the 
province of British Columbia, with the 
exception of 543,496 acres reserved by 
the company to meet its timber and tie 
requirements, at the price of 40 cents 
an acre. Canadian Pacific reconveyed 
some 3,850,000 acres, but suffered no 
distinct loss. From the sale of 435,000 
acres during the past twelve years an 
average net price of only $1.77 an acre 
was obtained. The acres thus sold had 
constituted the most accessible of the 
lands, and the remainder would have 
been so’situated that they would neces- 
sarily be very slow of sale. The Gov- 


ernment of British Columbia started to 
levy heavy annual taxes and this led to 
the reconveyance of the lands to the 
province. 

The total value of the lands on the 
prairies and on Vancouver Island, how- 
ever, is $150,000,000 at the lowest es- 
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timate and well above $200,000,000 at 
the highest. This promises an annuai 
income to Canadian Pacific from land 
sales of at least $10,000,000. Besides, 
those who purchase the land and settle 
have demands which bring traffic to the 
railway system. 

Not only is Canadian Pacific a land- 
lord and a landowner, but it combines 
a railway and a steamship business as 
it can never be combined in the United 
States. It has fleets of steamships on 
the Atlantic and Pacific oceans as well 
as on the great lakes. These command 
for Canadian Pacific an international 
business of vast magnitude, which . 
seems certain to increase as time goes 
on and as the railroads of the United 
States are increasingly hampered by 
legislation. 

In its Pacific ocean service Canadian 
Pacific has three steamers; in the Pa- 
cific coast service twenty-four; in the 
Atlantic ocean service sixteen, and in 
the Upper lake and British Columbia 
jake and river service twenty-eight 
steamers and ferry boats, a total of 
sixty-nine steamers and two ferries. 
The valuation of these steamers, etc., 
was $21,340,000 on June 30 last. It has 
since increased above $22,000,000, even 
after every allowance for depreciation. 
The steamers not only add greatly to 
the business of the railroad company 
by developing international passenger 
and freight traffic, but they earn large 
profits themselves. 

The steamship business has been so 
profitable that Canadian Pacific has 
just ordered several more steamships 
to add to the Pacific coast fleet. The 
company will shortly. receive two 
steamers for ocean service, one named 
the “Empress of Russia,” each of 15,000 
tons and each costing $5,000,000. 

Besides its steamer service, Canadian 
Pacific has valuable feeders and con- 
necting arrangements with railroads of 
the United States. In this country it 
owns a total of 4,600 miles of railroad. 
The three railroads of the United 
States owned by Canadian Pacific are 
the Minneapolis, St. Paul and Sault 
Ste. Marie, the Wisconsin Central, and 
the Duluth South Shore and Atlantic. 

The Canadian Pacific system, includ- 
ing the Soo and Duluth lines, has a 
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total mileage in excess of 16,100 miles. 
What’ a business maker such an 
enormous system is at present and is 
bound to become in the future can 
scarcely be appreciated. With its 
steamships Canadian Pacific touches 
and reaches every important point in 
the world. It does an enormous hotel 
business. Its lands bring an income of 
fully ten million dollars per annum. 

Canadian Pacific has an express sys- 
tem covering all of Canada. It is es- 
pecially profitable because Canada has 
not yet adopted the parcels post, which 
is competing so strenuously with ex- 
press companies in the United States. 
Canadian Pacific owns a commercial 
telegraph system. Is there anything in 
the line of business within the Domin- 
ion of Canada which Canadian Pacific 
can not do? Apparently not. The 
American woman was right. Canadian 
Pacific can do anything. 

The contrast between the railroads 
of the United States, hampered as they 
are, and Canadian Pacific, free and un- 
trammeled as it is, emphasizes the 
value of the Canadian road. In the 
United States a railroad is subject to 
stringent rate regulation, every new 
rate necessitating the approval of the 
Interstate Commerce Commission. In 
Canada there is a railway commission, 
but its attitude toward rate increases 
is far different from that of the Amer- 
ican commission, which refused gen- 
eral rate advances a year or two ago. 

Here the Government passes a Pana- 
ma canal bill which forces railroads to 
divorce their steamship holdings; 
there every encouragement for the de- 
velopment of ocean and coastwise traf- 
fic is given. Here the courts indict 
railroad men for making a deal to 
quicken business relations between two 
systems; there the Government gives 
land grants and other subsidies to its 
railroads. In the United States public 
opinion, if not openly hostile, is at 
least not favorable to railroad interests, 
and politicians take advantage of the 
situation ; in Canada the citizens realize 
the importance and necessity of the 
railroad and appreciate its value in 
furthering the development and wealth 
of that country. 

Furthermore, in Canada the govern- 
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ment is back of the railway. Such an 
attitude is of great value to Canadian 
Pacific. The recent application to is- 
sue $60,000,000 new stock at $175 a 
share met no real, nothing but pretend- 
ed, opposition even in the Canadian 
Parliament. Here authority to issue 
new stock or bonds in many cases has 
to be obtained from Public Service 
Commissions, which move very slowly 
in making decisions. Hence financing 
here is more expensive than in Canada. 

The attitude of the general public, which 
is so favorable to Canadian Pacific, has 
helped largely to bring about efficiency 
and honesty in the management of the 
system. It has been aided and stimu- 
lated by the fact that not one large 
fortune has been made out of the af- 
fairs of the company. Sir Thomas 
Shaughnessy, president of the Cana- 
dian Pacific Railway, in fact said the 
other day that “with the exception of 
Lord Strathcona, not one single man 
connected with the company has made 
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what might be considered,even a rea- 
sonable amount of money from his 
financial connection with the company 
and Lord Strathcona made his money 
from Canadian Pacific by keeping 
5,000 shares of the stock and participat- 
ing in the advantages resulting from 
new issues from time to time.” 

Mr. Shaughnessy said further: “It 
has been an understood thing from the 
beginning that no director should 
either speculate in stock or should take 
advantage of any information secured 
by reason of his membership on the 
board and in all my experience there 
has never been an occasion to find fault 
with any member of the board for spec- 
ulating in stock or for utilizing to his 
own advantage inside information that 
he possessed, and I have never found 
it necessary to ask any officer of the 
company to tender his resignation be- 
cause he was engaged in affairs that 
were not consistent with his duty to 
the company.” 


Next month an article will be presented analysing the earning 
power, market position, hidden assets and prospects 
of the Canadian Pacific Railway. 
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Investing for Profit 


A Review of General Principles and Practical Methods 
By G. C. SELDEN 
Author of “ Psychology of the Stock Market,”’ etc. 


[This series of articles is intended to lay before the reader, in a brief but fairly 
comprehensive form, the outlines of the basic principles which must underlie all ef- 
forts to invest for profit, as distinguished from pure speculation on the one hand, and 
on the other hand from investment for income only. This will include both the selec- 
tion of securities and the determination of the best time to buy or sell.] 


VII—Buying Stocks in Dull Times—Mining Stocks 


HERE complete statistics are 
not available in regard to the 


earnings of a stock from 
month to month, or even quarterly, it 
is more difficult for the investor for 
profit to see his way clearly. Yet if he 
is watchful for opportunities he will 
in many cases be able to form a sound 
opinion as to the early future of nu- 
merous companies. 

The year 1908, for example, afforded 
many opportunities to buy industrial 
stocks at low prices. How could the 
investor select the best stocks for his 
purpose—that is, the stocks which 
were likely to have the best advances? 
Turning to the “Bargain Indicator,” 
which appears in every issue of THE 
MAGAZINE OF WALL STREET, we see that 
in 1908, a year of general depression, 
very few stocks earned more than in 
preceding years. In many cases the 
falling off was very sharp. United 
States Steel common earned 15.7% in 
1907 and only 4% in 1908; American 
Smelting & Refining, 12.8% in 1907 
and 7% in 1908; National Enameling 
& Stamping, 6.7% in 1907, compared 
with a deficit of 2.1% in 1908, and so 
on with many others. 


The exceptions to this rule of de- 
clining earnings are naturally worthy 
of particular attention. In some cases 
there may be special reasons for these 
exceptions; but as a general proposi- 
tion we may say that any stock which 
could increase its earnings in a year 
when most other companies were 
showing sharp declines, would be like- 
ly to prove a good stock to own. 

The first example in the current 
“Bargain Indicator” is American Malt 
Corporation preferred, which earned 
10.6% in 1908, against a deficit of 4% 
in 1907 and earnings of 2.8% in 1906. 
Referring to any one of the standard 
investment manuals, we find that this 
company was incorporated in 1906 as 
a holding company to take over the 
stocks of the American Malting Com- 
pany, which had been a non-dividend 
payer for years. The earning power of 
the corporation was not sufficiently 
well established to warrant the in- 
vestor in purchasing. 

The International Harvester Com- 
pany earned 7.8% in 1908, against 6.5 
in 1907, and 5.1% in 1906. This was 
really a remarkably fine showing. We 
also find, on looking the company up, 
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that it was setting aside yearly about 
one quarter of its income for varicus 
reserves—insurance, renewals, pen- 
sions, depreciation, contingent losses, 
etc. Dividends had not then begun. 

We would be justified in assuming 
that here was an exceptionally good 
stock to buy. The annual reports were 
complete and satisfactory, and the 
gross business of the company was 
growing rapidly year by year. The 
large earnings must soon be distrib- 
uted in dividends, or if not distributed 
they would pile up into a surplus which 
would result jn much higher prices for 
the stock. 

International Harvester Compan: 
sold as low as 52 in 1908 and 62 in 
1909. In 1910 a 334%% stock dividend 
was declared, with a 4% cash divi- 
dend on the whole capital, thus in- 
creased. In April, 1911, the stock was 
put on a 5% basis. The high point 


for the stock was 129% in 1911, and .- 


126% in 1912. 

The next stock on the list to show 
increased earnings in the depressed 
year of 1908 was United States Realty 


& Improvement—7.7%, against 6% in 
1907 and 4.8% in 1906. The company 
was incorporated in 1904 and controls 


the George A. Fuller Construction 
Company, Plaza Hotel Operating 
Company, and various other New York 
realty enterprises. In 1908 it was a 
standard company and doing a growing 
business. Dividends of 444% were be- 
gun in 1908, 44% was paid in 1909. 
and 5% from 1910 to date. The stock 
rose from 36% in 1908 to 86% in 1912. 

Here was another stock which had 
exceptionally good prospects, as shown 
by its annual earnings and general bus- 
iness outlook. All that the investor 
needed was our old standard prescrip- 
tion, common sense. 

Corn Products, then a new company, 
earned 8.5% on its preferred stock in 
1908, against 7.2% in 1907, but was not 
well enough established to be attract- 
ive. Also, this company’s fiscal year 
ends February 28, so that 1908 earn- 
ings were all made in 1907, with the 
exception of two months. 

National Biscuit earned 8.1% in 
1908, 7.6% in 1907, and 7.1% in 1906. 
The fiscal year tnds January 31, so that 
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1908 earnings were mostly made in 
1907, but the following year showed 
up almost equally well at 7.4%. Divi- 
dends were 4% in 1905, 5% in 1906, 
5%4% in 1907, and 6% in 1908. The 
company was very ably managed and 
its business was growing steadily. 

The investor had an opportunity to 
buy this stock at 68 in 1908, and even 
the highest price for that year was only 
97. Dividends were further increased 
and the stock sold at 161 in 1912. 

A similar increase in earnings under 
generally unfavorable conditions was 
shown by People’s Gas Light & Coke 
—6.9% in 1906, 7.6% in 1907, 8.4% in 
1908. This company has a perpetual 
charter of a very broad: character and 
growth of the city of Chicago is behind 
its earnings. On the other hand, mu- 
nicipal regulation of the price of gas 
is an obstacle to increased profits. Div- 
idends have been paid regularly since 
1897. In 1908 the stock sold between 
80 and 106%, and in 1912 between 103 
and 122%, the dividend in the mean- 
time having been raised from 6% te 
7%. 

American Telephone & Telegraph 
earned 10.1% in 1908, as compared 
with 9.0% in 1907, and 82% in 1906. 
The great strength of this company is 
too well known to require comment, 
and its earnings in 1908 were a splendid 
testimony to its independence of in- 
dustrial reactions. The price in 1908 
swung between 101 and 1325, and in 
1911 the stock sold at 153. The divi- 
dend has been 8% throughout. 

Utah Copper earned 23.3% in 1908, 
against 5.9% in 1907, when it was just 
starting operations. The _ investor 
would not have cared to buy this stock 
unless he knew something about the 
value of the mines and prospect for 
earnings. At that time the average in- 
vestor did not know much about these 
points. 

We have since come to understand 
that a porphyry copper is a manufac- 
turing proposition, and that ore sup- 
plies may be very definitely estimated, 
without the uncertainties that exist in 
other mining enterprises. It is unnec- 
essary to say that if the investor had 
sufficient information in 1908, so that 
he could feel confidence in Utah’s fu- 
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ture, he would have made splendid 
profits by purchasing its stock. It sold 
at 20 in 1908 and at 67 in 1912. 

American Car & Foundry earned 
23.8% in 1908, against 20.1% in 1907 and 
4.5% in 1906. It is characteristic of 
equipment companies that their peri- 
ods of big earnings are always six 
months to a year behind those of most 
other companies. This is noticeable 
likewise in American Locomotive’s 
earnings. Moreover, the Car & Foun- 
dry fiscal year ends April 30. Hence 
these big 1908 earnings were really 
chargeable to 1907 business. 

Earnings on Car & Foundry dropped 
off very sharply in 1909 and have not 
yet fully recovered. Nevertheless this 
stock sold at 25% in 1908, rose to 76% 
in 1909, and ranged from 49% to 6334 
in 1912. In 1908 it was paying 3%, 
now 2%. 

The investor would not have bought 
this stock unless he had acted without 
a full understanding of the conditions; 
but if he had bought it he could easily 
have secured a satisfactory profit with- 
ina year. The wide fluctuations in the 
earnings of equipment companies are 
well understood by investors, so that 
the price of the stock was not affected 
as much as would be the case with a 
railroad, for example. 

It is to be borne well in mind that 
it is imcreasing earnings in a year of 
depression that gives the warrant for 
buying the stocks of a company on this 
plan. In a year of increasing business, 
enlarged earnings would not have any 
such significance. That is the time 
when all stocks should be showing bet- 
ter results. 

The investor for profit is looking for 
bargains. Hence he must buy at re- 
latively low prices. When the big 
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earnings appear in a period of booming 
business, it is much more likely to be 
time to sell out than time to buy. 

The average investor will not wish to 
do much in mining stocks, because, 
from the very nature of the business, 
it is rarely possible to estimate with 
any accuracy future profits from the 
mines. Mining—aside from some oi 
the porphyry copper enterprises—is 
not a business; it is a form of exploita- 
tion. A mining company simply takes 
metal out of the ground and distributes 
in form of dividends to the owners of 
the mine. When the ore gives out, the 
dividends give out also. 

Hence an investor in a mining stock 
must always be, in a sense, an investor 
for profits, as his company does not 
earn dividends in the same way that a 
railroad or an industrial corporation 
earns them. 

The time to buy a mining stock is 
when it is an assured prospect, and the 
time to sell is when the dividends are 
at their height. An experienced min- 
ing man lays down the following rules 
for the buyer of mining stocks: 


(1) A mine must be well located in 
an ore-bearing district. 

(2) The investor must know that the 
management of the mine is both cap- 
able and honest. 

(3) Buy when the company is in the 
prospect stage, before it begins the 
payment of dividends. 

(4) When you can double your 
money, sell out, even though large div- 
idends are then being paid. You may 
get only a fraction of the possible ad- 
vance, but you will have a big profit 
and you will have your capital in hand 
and be ready for something new. 

(To be continued.) 
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Monthly Net Earnings 














E hae table gives the returns of the principal railroads down to latest dates available, 
and should be studied in connection with the “Bargain Indicator,” which shows 
annual results, and the “Investment Digest,” where other details of earnings will often 


be found. 

Atch., Top. & S. Fe...... Nov. 
Atlantic Coast Linet...... Nov. 
Baltimore & Ohio....... -Nov 
Boston & Maine.......... Nov. 


Buff., Rochester & Pittsb. .Nov. 


Canadian Pacifict ...+... Nov 
Central of Georgia........ Nov. 
Central R. R. of N. J....Nov 
Chesapeake & Ohio........ Nov. 
Chicago & Altont......... Nov. 
Chic., Burl. & Quincy....Nov 
Chic. Gt. Western........ Nov. 
Chic., Mil. & St. Paul..... Nov. 
Chic. & Northwesternt....Nov 
Cleve., Cin., Chic. & St. L.Nov. 
Colorado & Southern...... Nov. 
Delaware & Hudson...... Nov. 
Del., Lack. & Western....Nov. 
Denver & Rio Grandet...Nov 
SD | Sas¥60640000ee088-e0 Nov 
Great Northern .......... Nov 
Hocking Valley .......... Nov 
Illinois Centralt ......... Nov 


Kansas City Southern..... Nov. 
Lake Erie & Western..... Nov. 





Lake Shore & Mich. So...Nov. 
Lehigh Valley ........... Nov. 
RO ERED anccactenedd Nov. 
Louisville & Na.h.ille....Nov 
Michigan Central .........Nov. 
Minn. & St. Louis{......Nov. 
Minn., St. P. & S. S. MarietNov. 
Mo., Kansas & Texas..... Nov. 
Missouri Pacific ......... Nov 
National Rys. of Mexico. .Nov. 
| = oo a Nov. 
o ie & _ Louis. . Nov. 
N.Y & FE er 
N. hey & eaaeek -Nov. 
fT & Western....... Oct. 
Northern Pacific ......... Nov 
Pennsylvania R. R.f...... Nov 
Pere Marquettet.......... Oct. 
Pitts., Cin., Chic. & St. L.t. new 
Reading Companies ...... 
~ } ™ ear — 
Seaboard Air Linet....... Nov. 
St. Louis & San Fran....Nov. 
St. Louis Southwestern. ..Nov. 
Southern Pacifict ........ Nov 
Southern Railway ........ Nov. 
Texas & fan i etakent Nov. 
Tol., St. & Westernt..Nov 
Union Pacinct Paquava ced Nov. 
we esseasenas ooeess Get 
estern Maryland? ...... t. 
Wheeling & Lake brie’ Nov. 
Wisconsin Central ...... Oct. 


Current 
month. 


$4,110,725 
866,031 
2,721,428 
749,441 
260,914 
4,258,139 
364,768 
1,092,754 
862,042 
190,257 
3,667,208 
332,313 
2,198,770 
2,260,898 
928,244 
594,960 
684,338 
1,465,277 
789,535 
1,397,576 
4,209,218 
259,700 
912,339 
389,880 
161,102 
1,696,862 
1,293,276 
128,189 
1,533,532 
880,536 
240,681 
1,075,823 
1,270,143 
1,446,046 
2,587,904 
2,924,248 


238,157 
356,717 


Change from 


last yr. 


+$293,593 
—63,408 
+494,054 
— 238,312 
+23,237 
+270,773 
—33,032 
+7,341 
+21,907 
—10,911 
+907 ,187 
+69,830 
+ 669,067 
+523,621 
+330,728 
+89,692 
0 
+150,869 
+279,864 
+24,232 
+849,575 
—4,919 
+582,996 
+79,539 
+75,540 
+ 290,366 
+93,099 
+74,391 
—54,726 
+9,817 

+ 139,393 
+461,940 
+529,689 
+ 257,693 
+115,633 
+525,995 
+ 102,659 


+143, 461 


* Fiscal year ends June 30. t Fiscal year ends Dec. 31. 





Fiscal yr. 
to date. 
$17,904,463" 
2,986,869* 
13,699,749* 
6,039,497* 
1,503,107* 
22,735,433* 
1,797,393* 
6,364,264* 
5,017,169* 
1,674,093* 
17,003,680* 
1,829,282* 
11,695,449* 
12,348,130* 
7,697 ,419F 
2,312,742* 
7,632,720t 
7,126,882* 
3,508,250* 
7,876,312* 
18,492,224* 
1,417,028* 
4,674,525* 
1,828,042* 
1,268,051¢ 
17,011,661¢ 
6,981,489* 
2,293,068F 
7,182,833* 
9,022,1907 
1,269,786* 
4,401,543* 
5,273,467* 
7,390,669* 
10,696,636* 
26,040,001 ¢ 


3,149,1737 
11,811,174* 


38, 256, 5204 
1,470,069* 
9,548,154+ 

12,056,192* 
9,569,414* 


23,238,442* 


3,945, 746" 
576,560* 
1,421,029* 
1,213,449* 


Change from 
last fisc. yr. 
+$2,325,826 
—439,684 
+920,858 
+821,623 
+155,782 
+ 2,370,916 
—132,269 
+766,702 
+ 30,553 
— 26,204 
+ 2,827,747 
+185,700 
+4,041,997 
+1,792,749 
+647,319 
—80,084 
—151,060 
+793,128 
+ 679,427 
+436,039 
+2,198,295 
+ 107,701 
+779,052 
+ 404,558 
+250,883 
+2,690,326 
+1,109,304 
+ 366,793 
—621,173 
+805,809 
+ 465,400 
+1,042,778 
+ 1,680,199 
+2,440,657 
—1,608,309 
—35,626 


+276,064 
+1,554,317 
+ 301,100 
+ 462,800 
+1,541,543 
+3,269,521 
+11,781 


+1,439,536 
+41,191 
+531,488 
+170,394 
+ 3,010,342 
+444,216 
—647,950 
+33,042 
+2,075,224 
+444,166 


t Net earnings are after deducting taxes. 


Stock outstanding 
(in millions). 


o-oo 
Pref. Com. 
114 172 

58 

59 152 

3 39 

6 10 

66 200 

15 5 
None 27 
ocnee 62 

19 19 

None 110 

41 45 

116 116 

22 130 

10 47 

Ist, 8; 2d, 8 31 
None 42 
None 30 

49 38 

Ist, 47; 2d, 16 112 

209 None 
None 11 

None 109 

21 30 

11 11 
None 49 

eee 60 
None 12 

None 60 

None 18 

5 15 

12 25 

13 63 
None 82 

Ist, 57; 2d, 240 149 
None 222 
Ist, 5; 2d, 11 14 
None 157 
None 58 

22 97 
None 248 
None 453 

12 s 


27 3 
Ist, 28; 2d, 42 70 
49 90 


23 37 
Ist, 4; 2d, 15 28 
19 16 


None 272 
60 120 
None 38 
10 10 
99 216 
39 53 

10 
Ist, 4; 2d, 11 20 
ll 16 
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HE sources of items are indicated as follows: *Leading financial and investment 
publications. {Banking and S:ock Exchange houses. §From official sources. 
Neither “The Magazine of Wall Street” nor the authorities quoted, guarantee the in- 
formation, but it is from sources considered trustworthy. We endeavor to present in a 
few words the essential facts in regard to each company. For additional earnings, see 
also “Bargain Indicator” and “Monthly Net Earnings.” 


Am. Agricultural Chemical—*UNAF- 
FECTED BY TARIFF.—Record output of 
fertilizer current fisc. yr. will permit small 
surplus after divs. of 6% on pref. and 4% on 
com. Co. unaffected by tariff revision, as both 
materials and product are on the free list. 


Am. Beet Sugar—*TARIFF AND DIV- 
IDENDS.—Directors failed to declare any 
divs. on com. stock for 1913. Future declara- 
tions will depend upon tariff legislation. If 
duty is wiped out it will mean no further dis- 
bursements on the com. Reduction of 50% 
would permit small div. 


Am. Brake Shoe & Foundry.—*PROG- 
RESS.—Yr. ending Sept. showed net earngs. 
only $8,000 below high record of 1910. Dur- 
ing past yr. $1,000,000 pref. and $1,000,000 com. 
were sold, proceeds to be used for four cat 
wheel foundries. Pref. stock was placed on 
8% basis. Com. already pays 7% and charter 
provides that further increases shall apply to 
pref. Initial 2% payable in March. 


Am. Can—*HIGHER PRICES.—1913 
price schedule will increase 50c. to 75c. a 
thousand, according to size of can. Earngs. 
for 1912, after depreciation, about 8% on com. 
against a small fraction last yr. after unusual 
depreciation of $2,500,000.—*Somebody big in 
Can is evidently not content to wait for legit- 
imate profit, but wants an illegitimate one 
through failure to say anything when advice 
was most needed by stockholders, and then 
loading up again in the midst of a slump. (See 
Continental Can.) 


Am. Car & Foundry—*GOOD PROG- 
RESS.—Company is conservatively managed 
and has accumulated a large surplus, making 
it independent of the money market. Earngs. 
for yr. ending Apr. next expected to exceed 
10% on com. stock. Annual capacity of plants 
now 125,000 freight cars, 1,500 passenger, 
350,000 tons of wheels, 800,000 tons forgings, 
castings, etc., and 30,000,000 ft. of lumber. 
Facilities for making steel passenger cars 
greatly incr. past few yrs. Site for new plant 
acquired at Gary, Ind., with daily capacity of 
100 steel cars. Co. has all the latest efficient 
machinery and devices. Inc. in,com. div. from 
2 to 4% coming yr. not improbable. 


Am. Cities—*EARNINGS yr. ending 
Oct., 3.13% on com. against 1.93% last yr. 


Am, Cotton Oil—*ADDITIONS.—Slight 
falling off in exports for current fisc. yr. Al- 
though 6.5% was earned on com. past fisc. yr. 
it is probable that the board will adhere to 
present divs. during 1913. Important addi- 
tions to plants at Montreal, Gretna, and Gut- 
tenberg, N. J., are in course of construction 


Am. Hide & Leather.—*EARNINGS 3 
mos. ending Sept., net $331,700, or at a rate of 
nearly 6% yearly on pref. stock. 


Am. Ice.—*EARNINGS.—Fisc. yr. ended 
Oct. showed net profit, after deducting inter- 
est, insurance, taxes, additions, betterments, 
etc., equal to 2.47% on pref. stock, against 4% 
previous yr. 


Am. Light & Traction—*GROWING 
EARNINGS.—For 12 mos, ending Nov. net 
earngs. increased 2.5% over preceding yr., 
while comparatively small expense incr. shows 
a high state of operating efficiency. At this 
rate earngs. past yr. equaled full div. on pref. 
and about 27% on the com. 


Am. Locomotive—*BIG BUSINESS.— 
Expected at least 11% will be earned on com. 
for fisc. yr. ending June, 1913, against 0.47% 
last yr. Locomotive business has been at a 
new high level since July 1912. Official says: 
“Roads are buying improved locomotives be- 
cause the bigger machine can do more work 
and is cheaper in the long run.” (See Bald- 
win Loco.) 


Am. Smelting & Refining —tPLANTS 
IMPROVED.—Understood 1912 profits will 
exceed 1911, but in view of construction work 
under way, incr. in divs. is not now expected. 
With incr. capacity soon available, indications 
for 1913 are good. 


Am. Steel Foundries—*BIG GAIN.— 
Current earngs. at rate of over 7% on stock. 
Present bookings will run plants for 2 or 3 
mos. at 85 to 90% of capacity. With contin- 
ued prosperity divs. may be resumed some 
time this yr. 


Am. Tel. & Tel—*GROWTH in number 
of stations and gross earngs. in 1912 was rec- 
ord breaking—stations 12.1%, gross 10.8%. 
Millions which Bell Cos. have expended for 
construction in advance of immediate require- 
ments have begun to produce revenue. Co 
will show larger balance after divs. than in 
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1931. It operates 3-5 of the world’s telephones. 
United States uses 8.1 telephones per 100 pop- 
ulation, against 0.7 for Europe, 0.2 for So. 
America, 3.7 for Canada, and 0.03 for all other 
countries. 


Am. Woolen.—*LARGE QUICK AS- 
SETS.—Pref. stock has always received 7% 
div. in good yrs. and bad, and there are $70 
net quick assets back of each share. Holders 
do not believe woolen industry will be ruined 
by tariff changes. 


Am. Writing Paper—*I MPROVED 
BUSINESS.—Net earngs. 1912 incr. 8 or 10%, 
the 2% div. now paid on pref. being earned 
the first 6 mos. In 1910 this div. was not fully 
earned, and in 1911 was earned by small mar- 
gin only. Liberal depreciation and renewals 
have been charged to operating expenses. 
a | to promise more than 2% on stock 
until after maturity of bonds in 1919. 


Atchison —fCOMPARISON WITH SO. 
PAC.—Probable earngs. fisc. yr. ending June, 
1913, 10.5%, compared with prospects of 9% 
for Baltimore & Ohio, and 9.5% for So. Pa- 
cific. June 1 next Atchison convertible bonds 
of 1910, $43,000,000 outstanding, will have con- 
version privilege and when all converted com. 
stock will be about $216,000,000. Earngs. on 
this amount of stock would equal 9%. So. 
Pac., until the recent court decision, sold 
above Atchison and B. & O., presumably be- 
cause of its valuable oil lands. Court decision 
made it possible that $126,650,000 U. P. hold- 


ings of So. Pac. might be thrown on the mar- 
ket, but any further decline resulting there- 
from would apparently make So. Pac. a bar- 
gain for investors. 


Atlantic Gulf & West Indies —*LARGER 


SURPLUS.—9 mos. to Sept. gross earngs. 
incr. $700,000 over last yr. Surplus 9 mos. 
$532,467, against $766,178. 


Baldwin Locomotive.—*COM PARISON 
WITH AMERICAN.—Co. has built up a 
growing export trade and, having been found- 
ed 80 yrs. ago, enjoys advantage of thorough 
familiarity with locomotive building. On the 
other hand, Amer. Locomotive Co. has plants 
in various parts of the country, giving an op- 
erating flexibility which Baldwin lacks. Bald- 
win com. pays 2% and sells some 10 points 
higher than Amer. Loco. com., but has fewer 
possibilities of appreciation. 


Baltimore & Ohio—tNEW BONDS.— 
Co. is apparently earning about 9% yrly for 
com.—*5 mos. ending Nov., although gross 
incr. $4,000,000, operating income incr. only 
$817,725; but expenditures for maintenance of 
way and structures were $1,071,830 higher in 
Nov. than a yr. ago. Co. will issue about 
$64,000,000 414% 20-yr. bonds, convertible for 
10 yrs, into com. stock at 110. Bonds will be 
offered to shareholders pro rata to extent of 
30% of holdings at 95%. 

Brooklyn Rapid Transit.—+FINANCING 
—In considering possibilities for 6% divs., 
handicap of interest on $40,000,000 notes is- 
sued for construction and equipment of new 
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lines has now been removed by agreement 
made for paying this interest as part of cost 
of construction. However, no incr. in earngs 
of elevated lines can be counted on for higher 
div. until the combined old and new rapid 
transit lines earn interest and sinking fund on 
all the new investment, in addition to the 
$3,500,000 heretofore earned. On the other 
hand, bulk of incr. earngs. of B. R. T. since 
June, 1911, have come, not from elevated lines, 
but from surface system, which does not enter 
into partnership with the city—*B. R. T. has 
filed certificate of incr. of — stock from 


$45,000,000 to $90,000,000 


California Petroleum—*GOOD PRO- 
DUCTION.—Interests indentified with Co. say 
that weakness of securities is no reflection on 
physical conditions, as Co. is producing 500,000 
bbls. of oil a mo., against 450,000 bbls. last yr., 
and both pref. and com. should earn 72% 
next yr. 


Canadian Car & Foundry.—*GOOD 
BUSINESS.—Fisc. yr. ending Sept., net prof- 
its exceeded previous yr., and unfilled orders 


on books were over $15,000,000. 


Canadian Pacific—*RECORD EARN- 
INGS.—Yr. ending June last gross earngs. 
incr. 18% and for 5 mos. ending Nov. same 
rate of incr. was maintained. If continued 
till next June, gross for yr. would be $145,- 
600,000. Record of net earngs. is just as re- 
markable, gain for 5 mos. ending Nov. be- 
ing 12% 

Carolina, Clinchfield & Ohio.—*EARN- 
INGS.—5 mos. ending Nov. at rate of 5% 
on pref. and 1.8% on com. 

J. I. Case—*ENLARGED BUSINESS. 
—Little was heard of this Co. before pres- 
ent yr. In 1911 capital was incr. from $5,- 
000,000 to $40,000,00 to provide funds for ad- 
ditions. For 1912 amount available for divs. 
estimated at 10% on $12,000,000 pref. which 
pays 7%. Common is very closely held. 


Central of Georgia—*INITIAL DIV- 
IDEND of $3 a share declared on $15,000,- 
000 pref. stock recently authorized. $80,000,- 
000 general and refunding bonds author- 
ized, $5,000,000 to be issued now. 


Central Leather—*RECORD YEAR.— 
9 mos. ending Sept. indicate that income for 
full 12 mos. will be about $7,500,000 against 
$6,882,365 in 1909, best previous yr. 


Chicago & Alton—*HIGHER  EX- 
PENSES.—Earngs. better than last yr., but 
incr. in gross is offset by higher operating 
expenses. Deferred maintenance of equip- 
ment is now being made up out of current 
income. Balance available for interest 
larger than last yr. but gains not enough 
to indicate resumption of divs. Next step 
will be provision for $2,500,000 5% notes 
maturing Mch. 15. Not decided how this 
retirement will be effected. 

Chicago Elevated—*MERGER PROS- 


PECTS.—In negotiations for general mer- 
ger of surface, elevated and subway lines, 























City’s valuation of elevated properties was 
$53,451,181 and Co.’s valuation $93,279,143. 
Difference due mainly to real estate valua- 
tion. City is disposed to build downtown 
subway without waiting for settlement of 
entire traction and subway plan. 


Chicago & Gt. Western.—*E ARNINGS. 
—5 mos. ending Nov. gross earngs. incr. 
$395,356 over previous yr.; surplus after 
charges gained $185,129. 


Chicago & Northern —*EARNINGS.— 
After maintenance and equipment expendi- 
tures 14% over last yr., earngs. 5 mos. end- 
ed Nov. were at rate of 13% yrly. on com. 


Chicago & Northwestern—*HEAVY 
EARNINGS.—5 mos. ending Nov. earngs. 
on com. at yrly. rate of over 13%. Nov. 
surplus incr. 41.3% and gross 14.2%. These 
results are after expenditures of 14% more 
than last yr. on way, structures and equip- 
ment, and incr. of 19% in fixed charges. 


Cities Service Co—*GROWTH—Policy 
of Co. is to incr. divs. 1% a yr. on com. 
until 6% is reached, when monthly stock 
divs. will probably be added to regular 
cash pay eee First payment at 5% rate 
Feb. 1. For 12 mos. ending Nov. surplus 
over pref. divs. equaled 9.1% on com. 


C. M. & St. Paul—fTEARNINGS AND 
MAINTENANCE.—Puget Sound Line will 
now be operated as part of the C. M. & 
St. Paul System. The change can be made 
with no difficulty, as the St. Paul now owns 
all the stock and a large part of the bonds 
of the Sub-Co. If business continues good 
System will apparently show the 5% com. 
div. earned three times over.. For many 
yrs. St. P. was under-maintained, so when 
Puget Sound extension was opened, road 
was unable to profitably handle the incr. 
traffic and operating ratio rose from 68.72% 
to 80.18% in 1912. Management has taken 
steps to improve the situation. Much track 
has been relaid and new equipment pur- 
chased. 


Colorado Midland.—*RECEIVER.— On 
application of Central Trust Co., Geo. W. 
Vallery, Pres. of C. i has been appointed 
receiver by the U. . District Court. 


Continental Pradigpcarnan COMPANY.— 
This Co. has been organized to take over 
Continental Can of N. J.; Export & Do- 
mestic Can of N. Y.; and Standard Tin 
Plate. Authorized capital $7,500,000 7% 
cumulative pref. and $10,000,000 com.; is- 
sued now, $5,500,000 pref. and $8,000,000 
com, 

Corn Products—*POSSIBLE SUIT.— 
Government officials are going over the 
books to get evidence for a dissolution suit. 
Co. now has capacity for 140,000 bu. a*day 
but is consuming less than 90,000 bu. Ac- 
cumulated unpaid divs: on pref. now 121%4%. 


Crucible Steel—*EARNINGS yr. ending 


Aug. 1912, net 6.7% on the com. after 7% on 
pref.; quarter ending Aug. at annual rate of 
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9% on com. after pref. div. There are 16% 
back divs. due on the pref., but officials are 
in no hurry to pay this off, as improve- 
ments and acquisition of 2,500 acres high- 
grade coal lands have taken a great deal of 
money. 


Deere & Co—*ANNUAL REPORT.— 
Fisc. yr. ended Oct., earngs. equaled 11.8% 
on com, Quick assets $39,804,586, quick lia- 
bilities $5,798,309; working capital $34,006,- 
277. 7,000 men employed in the several fac- 





tories, largest of which at Moline, IIl., has 
35 acres floor space. 
Delaware & Hudson.—*EARNINGS.— 


Quarter ending Sept. 30, net corporate in- 
come incr. $413,282 over preceding yr. 


Delaware, Lackawanna & Western. — 
*NEW MELON.—In issuing 40% more 
stock to shareholders at par, Co. adds an- 
other to the most remarkable series of 
melons*cut by any road. Rights aré worth 
$69 per $50 share on the basis of present 
market of 584 for a double share. Co. has 
been paying 10% regular divs. and 10% 
extra yrly., but usual 10% extra will be 
omitted in view of new stock issue. 


Denver, Northwestern & Pacific.—* MOF- 
FAT ROAD REORGANIZED.—Denver & 
Salt Lake R. R. Co., with $10,000,000 capital 
stock has been incorporated to acquire the 
D. N. W. & P., or the “Moffat Road”; New- 
man Erb is pres., and Dr. F. S. Pearson, 
chairman. Most important undertaking will 
be building through the Rockies of longest 
tunnel in the U. S—6 miles—at cost of 
about $4,500,000. City of Denver will de- 
cide by referendum whether it will pay 2-3. 

Denver & Rio Grande.—7+ELECTRIFI- 
CATION.—Vice-Pres. states that within 2 
main line 








yrs. electrification of the entire 
will be completed. 
Detroit Edison.—*M ELON.—New stock 


will be offered present. holders at par, on 
basis of 25% of holdings, to reimburse Co. 
for expenditures in extension and develop- 
ment during 1912. Earngs. last yr. were 
over 15% on $8,086,500 stock. 


Diamond Match.—*EXTRA DIVIDEND 
POSSIBLE.—Earngs. for 1912 will show 
slight incr. over 1911 and it is not improba- 
ble than an extra div. may be declared same 
as last yr. Co. has acquired valuable inven- 
tions in production of a new style match. 


Distillers Securities. —*DIVIDEND 
PASSED. Regular quarterly div. of “4% 


was passed. Directors say: “Opportunity is 
at hand for further expansion. This devel- 
opment, although secured at the expense of 
some profits temporarily, will in the end 
permanently increase the earning capacity 
of the property.” U.S. Industrial Alcohol Co., 
owned by Distillers, declared the usual quar- 
terly div. of 14% on its pref. stock. 


Erie. — tGREAT IMPROVEMENTS. — 
During past 5 yrs. improvements have 
changed road from a poor system into an 
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efficient trunk line. Expenditures for addi- 
tions and betterments to property since 1907 
$20,724,824, of which $3,617,007 has been 
taken from income. Double tracking N. Y. 
to Chicago nearly completed and over $12,- 
000,000 spent for grade reduction and ap- 
proaches to Jersey City. Much track relaid 
with 90 and 100 Ib. rails. Many new ties put 
in and now not a single wooden bridge on 
the main line. As a result, operating effi- 
ciency in 1911 was 71.04% against 82.42% 
in 1908. In 1912 owing to coal strike ratio 
rose to 75.25%. In 1912 average number 
of cars per freight train was 36.67 and for 
passenger train 6.04 against 32.33 and 5.73 
in 1908. In 5 yrs. average tonnage per 
freight train rose from 464.9 to 527.4. Treas- 
ury position now strong. June 30, 1912, 
working assets were more than double 
working liabilities, and profit and loss sur- 
plus was $25,850,480 against $13,979,909 in 
1908. With steady growth in Erie’s busi- 
ness, it is probable that pref. divs. will not 
be postponed many more yrs.—*Estimated 
gross revenues for Dec. incr. 6% over 1911 
and Jan. so far shows incr. of about 17% in 
car loading. 

General Chemical. — *EARNINGS. — 10 
mos. ending Oct. net profits equaled 6% on 
new and old pref. and 14.9% on new and old 
com. Earngs. full yr. 1911 were 20.5% on 
old com, 


General Electric:—tNEW STOCK.—Will 
sell ex-stock div. about Jan. 18. Probable 
reason of incr. in stock is to cover up in- 
creasing income. 8% div. is likely to be con- 
tinued and additional stock divs. are not 
improbable. To Sept. 1 Co. earned its 8% 
with 1.7% to spare, so that profits last 4 
mos. of 1912 were all velvet. 


Goodyear Tire & Rubber.—*PHENOM- 
ENAL GROWTH.—Yr. ending Oct. 1912 
showed 7% on pref. and 5.27% on com. 
stock. Gross sales about $30,000,000 against 
$13,262,265 preceding yr. 


Gt. Northern—tNEW STOCK.—Man- 
agement announces new issue of $21,000,000 
pref. to shareholders at par, making total 
stock $231,000,000. Incr. is said to be for 
acquiring securities of other roads. Net 
earnings 5 mos. ending Nov. gained over 
13%, largely due to bumper spring wheat 
crop; but increasing diversity and stability of 
business will make road less dependent in 
future on any one crop. 


Gt. Northern Ore—*ORE MOVEMENT. 
—Actual tonnage moved in 1912 about 
6,750,000 tons, so that U. S. Steel Co. and 
Gt. Nor. trustees closed the yr. about on a 
level with contract shipments. Total now 
available for payment of the 50c. div. is 
about $11,300,000 against requirements of 
$750,000, leaving a surplus of $10,500,000. 


Harriman Lines.—*FIGURES ON DIS- 
SOLUTION.—Union Pacific earngs., ex- 
cluding contribution from its holdings of So. 
P. have been as follows: 1913 (estimated), 
13%; 1912, 10.2%; 1911, 12.9%; 1910, 15.4%; 
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1909, 14.9%; 1908, 12.2%; 1907, 13.3%. Fu- 
ture competition with So. P. may reduce 
these earngs., but future development of 
U. P. territory will operate to incr. earngs. 
U. P. net earngs. from railroad operations 
(excluding all income from investments) 
have been as follows: 1912, 5.1%; 1911, 8.1%; 
1910, 10.1%; 1909, 10.0%; 1908, 7.7%; 1907, 
10.3%; 1906, 9.0%; 1905, 7.5%; 1904, 7.7%; 
1903, 6.1%. This shows a sharp decr. from 
1910 to date, but there has been hardly any 
decr. in income from  investments.—*Su- 
preme Court held that distribution of the 
$126,000,000 So. P. stock in the U. P. treas- 
ury to U. P. stockholders through sale or 
as a div. would not give effect to the decree 
of dissolution—*Harriman lines have dis- 
tributed orders for 12,500 freight cars and 
246 locomotives. Orders were _ recently 
placed for 200,000 tons of rails. 


Illinois Central—*ADVERSE CONDI- 
TIONS.—State of Illinois won sweeping 
victory over Co. which involves $5,000,000 
to $6,000,000 and may eventually prove basis 
for collection of $15,000,000 from _ road. 
—*10,000,000 worth of equipment ordered for 
delivery in 1913. 5 mos. net earnings small- 
est since 1905, except 1911. Revenue per 
train mile in 1912, $1.88 against $1.93 last 
yr. Operating expenses per train mile $1.54 
against $1.39 in 1911 and $1.30 in 1908. Safe 
to say that at least 10c. per train mile was 
direct result of strikes and bad weather. 
Present business heavy and little doubt that 
7% div. will be earned safely by next June. 


Ingersoll-Rand.—*EARNINGS.—9 mos. 
ended Sept. equaled 10.3% on com., against 
11.48% for 12 mos. 1911. 


Inter. Agricultural—*P ROS PEC TS.— 
Business is running ahead of 1911 but prof- 
its per ton of fertilizer are less than last 
yr. 

International Harvester.—*BIG SUR- 
PLUS.—When Co. paid 33 1-3% stock divs. 
in 1910, amounting to $20,000,000, profit and 
loss surplus was $27,384,730. Present sur- 
plus is probably still larger. Surplus earngs. 
after all charges and cash divs. 1910, $8,684,- 
819; 1911, $7,321,398; 1912, $8,000,000. This 
would indicate present profit. and loss sur- 
plus of at least $30,000,000, equaling $40 a 
share on $80,000,000 com. stock. Earngs 
have been 14 or 15% on com. with divs. of 
only 5%, explaining rapid accumulation of 
surplus. Government suit is restraining in- 
fluence on price of stock. 


International Nickel—*I NCREASED 
DIVIDENDS.—Div. of 2%% on com. pay- 
able Mch. 1, incr. of %% over preceding 
declaration. Total divs. 1912 equaled 11.6% 
on new capitalization. This would be 26.3% 
on 8ld capitalization, against 27.9% in 1911, 
and 17.2% in 1910. 


International Paper—*LOWER PRICES. 
—Contracts already signed for practically 
full capacity coming yr.. Prices of news 


print slightly lower owing to some pro- 
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spective incr. in Canadian production during 
1913 and free entry of Canadian paper. 


Interboro Rapid Transit.—*S U B WAY 
EARNINGS.—6 mos. to Dec. gross incr. 
$872,000. Manhattan Elevated seems to have 
reached the saturation point; in Dec. gain 
of $2,600 daily in —w receipts, but ele- 
vated fell off $200 a day. 


Inter. Smelting.—* FI NANCING PROBA- 
BLE.—No question that Co. proposes to 
incr. capitalization but arrangements not 
yet made. Earngs. said to be running over 
15% on stock; divs. 8% annually. 


International Steam Pump.—*ANNUAL 
REPORT.—Yr. ending Sept., income account 
showed deficit after pref. divs. of $169,996. If 
deficit is all taken from I. S. P. pref., earngs. 
were 444% against 6% paid. Recent slump in 
price chiefly due to liquidation of a stale ac- 
count. Bankers close to Co. say no immediate 
danger to 6% divs. 


Kansas City Southern—*HIGH YIELD. 
—At price of 61, pref., paying 4%, yields 
6.56% on the money. Net earngs. 5 mos. in- 
dicate balance for divs. at rate of 6% yrly. 


S. S. Kresge Co—*SALES for 1912, 
$10,325,567 against $7,923,064 in 1911, incr, of 
30.32%. 


Laclede Gas —*HEATING BY GAS.— 
First artificial gas Co. to go into house heat-. 
ing. This winter will supply gas fuel for 70 
buildings. Conceded that house heating with 
gas at 50c. a thousand (St. Louis wholesale 
rate) will cost 65 to 100% more than coal, but 
this does not take into consideration expenses 
of janitor service, handling coal, cleanliness, 
personal comfort, etc. 


Lehigh Valley.—*LIBERAL MAIN- 
TENANCE.—Expenditures on road and equip- 
ment 5 mos. incr. 21.5% over last yr., still net 
gained 19.6%. Upkeep of property consumed 
29% of gross against 27.8% in 1912 and 25.6% 
in 1911. Gain in net 5 mos. equaled additional 
1.7% on com. stock. 


Loose-Wiles Biscuit—*NEW PLANT.— 
Sales 9 mos. ending Sept., $10,450,400 against 
$8,327,400 in 1911, incr. of 25%. Oct. incr. 
40%. To take care of N. Y. market, Co. will 
erect factory in Brooklyn at cost of $1,500,000. 
Already has large plant in Boston. Believed 
Brooklyn plant will incr. gross sales by 
$2,000,000 yrly. 

Louisville & Nashville—tDECREASED 
EARNINGS.—Net earngs. fell off $572,000 in 
4 mos. ending Oct., but are still so large that 
higher divs. could be paid, though unlikely. 
Earngs. will doubtleess improve later when 
the big cotton crop begins to move. 


Massachusetts Gas—*I NCREASED 
EARNINGS.—Net 3 mos. ending Nov. incr. 
29% over last yr.; now at rate of over 6% on 
com. against 4.79% fisc. yr. ending June, 1912. 

Mexican Petroleum—*PROPOSED FI- 
NANCING.—Will incr. com. stock from 
$38,000,000 to $48,000,000 to cover future fi- 


nancing, purchase of petroleum properties, 


and conversion of bonds which may hereafter 
be sold. Co. has under construction steamers 
costing $2,000,000 and refining plant costing 
$300,000. Earngs. current quarter 10% over 
last yr. 


Minneapolis & St. Louis—*BETTER 
POSITION.—Earngs. have steadily improved 
since June, and Co. should report substantial 
surplus after charges, instead of large deficit 
as in preceding fisc. yr., which was more than 
wiped out in the 5 mos. ending Nov., 1912. 


Missouri Pacific—*MERGER PROS- 
PECTS.—Texas Railroad Commission states 
emphatically that under no condition will it 
consent to merger with International & Gt 
Northern, but would file suit for forfeiture of 
charter. 


Missouri, Kansas & Texas.—jHEAVY 
BUSINESS.—5 mos. ending Nov., operating 
ratio 67.8% of gross against 75.8% last yr., 
and net earngs. gained over 50%, so that full 
yr.’s pref. div. was earned in 5 mos. with 
$1,000,000 to spare. Crops large and over 23% 
of tonnage was made up of agricultural prod- 
ucts. 


National Biscuit—*STEADY BUSI- 
NESS.—Plants running at full capacity, but 
no extra div. in Nov. as was the case in 1911. 


National Lead.—*FAIR BUSINESS.— 
Co. still meets severe competition, but will 
show better net earngs. than in 1911. Policy 
of building up assets will continue and present 
3% div. may be considered a fixture. 


National Rys. of Mexico.—*GOVERN- 
MENT’S CONTROL.—Diaro Official says: 
“Executive has not and could not have hy- 
pothecated government stock in N. R. of M. 
Speyer & Co. paid cash in full to amount of 
$20,000,000 loan. In consequence there is no 
danger of government losing control of Co.” 


N. Y.: Central.—*EARNINGS. — Co. 
earned 9 mos. ending Sept. 5.8% on $222,729,- 
300 stock outstanding. Net earngs. for full yr. 
will oe equal the 6.87% of 1911. 


SS H. & Hartford.—*EARNINGS 
OF SUBCOMPANIES Pres. Mellen sum- 
marizes 8 yrs. net income above divs. for rail- 
road alone at $2,140,898, and for entire system 
(including controlled co.’s trolleys, boat lines, 
etc.) at $8,176,436. These figures are alleged 
to be improperly compiled. When corrected 
and confined to last 5 fiscal yrs., showing for 
the railroad alone is $4,103,281 and for the en- 
tire system $827,600, from which it would ap- 
pear that what Pres. Mellen calls “the exist- 
ing apprehension that the Co.’s acquisition of 
various properties is imposing an undue bur- 
den upon its resources,” is not wholly baseless. 


N. Y. Ontario & Western—*BETTER 
EARNINGS.—3 mos. ending Sept. surplus 
over fixed charges was $704,280 against 
$499,199 for corresponding quarter of 1911. 

Northern Pacific—tBIG EARNINGS.— 
5 mos. ending Nov. gross incr. $4,135,500, and 
although maintenance charged to operating ac- 
count was $1,350,000 over preceding yr.. 
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$1,400,000 was added to margin of safety over 
divs.—*Equipment order aggregating $10,000,- 
000 really covers requirements for both 1912 
and 1913. 


Pennsylvania Railroad—*LIBERAL 
MAINTENANCE.—11 mos. ending Nov., up- 
keep stood at $51,764,782, incr. of $7,437,686 
over 1911. As few railroads can boast the phys- 
ical perfection of this Co., it can be taken for 
granted that a large part of this was a dis- 
cretionary incr. For 1912 Co. will show about 
92% earned on stock, against 8.2% in 1911. 
Pennsylvania Co. (West of Pittsburgh) also 
spent 32.3% of gross for upkeep, against 29.9% 
in 1911. 

Pere Marquette—*PRESIDENT  RE- 
SIGNS.—Newman Erb says: “Resignation of 
Pres. Wm. Cotter will undoubtedly lead to 
harmony in management, and property should 
begin to show more efficient operating results.” 
Yr. ending June, 1912, deficit incr. $165,918 
over preceding yr. 

Philadelphia Rapid Transit.—*EARN- 
INGS.—5 mos. — =A Nov., surplus after 
fixed charges, $196,769 against $1,120 last yr. 


Pittsburgh Coal Co.—*ACCRUED DIV- 
IDENDS.—Directors said to have planned to 
pay off 37% accrued divs. on pref. by retiring 
pref. stock and giving in exchange $137 in 
bonds. Profits for divs. 1912 estimated be- 
tween $1,750,000 and $2,000,000, against $1,391,- 
000 in 1911 and $1,965,000 in 1910. 


Reading. —-*HIGHER DIVIDENDS. — 
Supreme Court decision was a victory for the 
coal roads on the main points of issue, and 
following the announcement, Co. declared 
quarterly: div. of 2% on com., placing it on 
8% basis, against 6% previously. Court’s rul- 
ing means that Reading’s ownership of 53% 
of Jersey Central’s stock is legal, and Read- 
ing is not obliged to part with its holdings of 
coal lands. The government won on two 
minor points. Reading’s most valuable equities 
consist of control of Jersey Central divs., 
from which equal over 2% on Reading com., 
and coal lands, which assure stability of earn- 
ings. Jersey Central has one of the most val- 
uable terminal properties in N. Y. harbor. 


Republic Iron & Steel—*PROSPECT 
FOR PREFERRED.—Price of 85 for pref. 
stock gives buyer an assured 8% return over 
term of yrs. Bonded indebtedness is less than 
$17,000,000 with assets estimated at $86,000,000, 
of which $12,650,000 is net quick assets. Pres- 
ent div. rate on pref. is 7%, and something 
may be done in Jan toward paying up part of 
accrued back divs., now 54%. Last half yr. 
earngs. have equaled 3% on com. after pay- 
ment of pref divs. 


Underwood Typewriter.—*EARNINGS. 
—Net earngs. 1912 about $1,700,000, against 
$1,377,597 in 1911. This showing equals 16% 
on com. after pref. divs. 

Union Bag & Paper Co.—*LOW PRICES. 
—In latter half of 1912 severe competition 
brought prices to lowest level in history of 
trade. Officials say that sales are now 
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larger than ever before but no signs of bet- 
ter prices. Prospects for shareholders do 
not seem very bright. 


Union Pacific (See Harriman Lines). 


United Cigar Stores—*FIRST DIVI- 
DEND.—Initial quarterly div. 14% and 4% 
extra on com., placing stock on 7% basis. 


United Fruit—tSHIPPING.—Magnitude 
of marine transportation service not gen- 
erally appreciated. Co. owns and charters 
100 vessels with tonnage of 270,000. In 13 
yrs. operation, Co. has earned for divs. 
$44,373,398, of which $19,052,663 has been 
paid to shareholders, remainder being turned 
back into the property. 


U. — & Rys.—*EARNINGS.—5 mos. 
ending Nov. earngs. were at yrly. rate of 
9.48% on com. stock. This Co. owns gas, 
light, power and traction Cos. in Michigan, 
Indiana, Illinois, lowa and Tennessee. 


U. S. Cast Iron Pipe—*EARNINGS.— 
Estimated profits are running at yrly. rate 
of 7% on pref. which is slightly in excess 
of last yr. 


U. S. Rubber—*DIVIDEND PROS- 
PECTS.—Pref. stock has not enjoyed full 
confidence of investors, due to irregular 
earng. power and div. record, and disturb- 
ances in form of capitalization. No good 
reason appears why Co. cannot continue div. 
on pref., with fair surplus. Any incr. in 
com. divs. will be opposed by conservative 
directors. Annual reports show no deduc- 
tions for depreciation last 3 yrs. Om a 
property valuation of $88,000,000, a deprecia- 
tion charge of only. 2% would equal. $1,750,- 
000 yearly. 


Rock Island. —*E ARNINGS: AND 
MAINTENANCE.—C. R. I. & P. Ry. begins 
last half of fisc. yr. with a gain in net after 
taxes exceeding $1,600,000. Incr. in operat- 
ing income July to Dec. 1 $1,319,000 or 19% 
and during that petiod Co. spend $950,000 
more on maintenance than last yr. How- 
ever, in fisc. yr. ending June, 1912, mainte- 
mance was decreased $2,301,000. If system 
merely holds its own last half of yr, 5% 
annual div. will be earned with $1,300,000 to 
spare. 


Seaboard Air Line.—*EARNINGS.—Oct. 
was best mo. of new fiscal yr., bringing 
largest incr. in the net, over $104,000; and is 
likely to attract the attention of speculative 
investors to the pref. stock. ; 


Sears-Roebuck.—*1912 BUSINESS— 
Total sales 1912 were $80,429,458, against 
$66,867,783 for 1911, incr. of 20.28%. 


Sloss-Sheffield.—*LARGE BUSINESS.— 
Yr. 1912 started with 100,000 tons pig iron 
in stack; reduction was only 25,000 tons 
June 1, but surplus was sold out by Oct. 1. 
Since Nov., four furnaces have been in blast 
and 30,000 tons a mo. output has found a 
ready market. Orders are booked well 
ahead. Official says that 1912 will show 
full 7% earned on pref. In addition to wip- 
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ing out deficit of $64,000 resulting from pay- 
ments on pref. in 1911. 


Southern Pacific (See Harriman Lines). 


Southern Railway.—j;FINANCIAL PO- 
SITION.—Out of $10,000,000 5% notes ma- 
turing Feb. 1, $5,000,000 will be paid from 
cash on hand and remainder refunded. Co. 
has done no new financing in nearly four 
yrs. Note issue was originally $15,000,000 
due Feb., 1910, when $5,000,000 was paid in 
cash and balance refunded into issue now 
maturing. Since 1907 Co. has incr. mileage 
of 85-lb. rails from 229 to 1261, covering 
about all the main lines, and double track 
from 207 miles to 372. New equipment and 
miscellaneous betterments, new stations, 
terminals, -bridges and grade reductions 
have been>extensive. Total improvements 
and additions in five years $17,408,838; new 
equipment $14,709,450. In 5 yrs. surplus 
earngs. have equaled $16 a share of com. 
stock, and have supplied about % the new 
capital employed. Present earngs. on com. 
about 314%. 


St. Louis & San Francisco —*HEAVY 
BUSINESS.—5 mos. ending Nov., surplus 
balance incr. $380,191, after allowing for 
interest, rental and other charges. Gross 
and net gained about 814% each. Operating 
ratio remains stationary at 65.75% against 
65.68% last year. 


St. Louis Southwestern—*GREAT DE- 
VELOPMENT.—Co. has recently resumed 
payment of 5% on pref. but can hardly pay 
on com. at least for several yrs. Miuillions 
have been spent in additions and better- 
ments, but a good deal more money must 
be put into the property, for it must finance 
not only ‘the natural development of terri- 
tory but also for the improvement which 
Panama Canal will bring. In last dozen yrs. 
Southwest has undergone remarkable de- 
velopment, as is shown by character of Co.’s 


a: 1912 1908 
tintin, ak Paalew 24.44% 18.83% 
EG. aid witieniin se 2.26% 1.70% 
MERE RES EELS 10.18% 12.35% 
I bee wmitis ows 39.14% 48.86% 
Manufactures and 

Miscellaneous ..... 23.98% 18.26% 


Standard Motor Co—*NEW COM- 
PANY.—Co. has been incorporated as a 
step toward reorganization of U. S. Motor; 
authorized stock, $31,000,000. 


Texas Co—*#GOOD EARNINGS.—Co. 
is now most prdésperous since organization 
in 1902, due mainly to incr. demand for 
gasoline resulting from use of auto trucks. 
Incr. in div. from 5% to 6% probably marks 
limit for the present, as available surplus 
will be put back into the property in im- 
proved facilities and new plants and oil 
properties. 

Third Avenue—*IMPROVED EARN- 
INGS.—Directors declared interest payment 
of 14% on the $22,536,000 5% adjustment 
bonds, payable Apr. 1. Net earngs. for 1912 
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about $1,319,429, after interest on all sub- 
sidiaries and 4% refunding bonds and set- 
ting aside depreciation fund. 


Toledo Railways & Light.—*Reorganiza- 
tion committee anncunces that 75% of out- 
standing stock has assented to the plan and 
60% has paid assessment of $7.50 


Twin City Rapid Transit—*ANNUAL 
REPORT.—For 1912 balance for com. 
equaled 11.39%, an incr. of 0.31% over 1911. 
In past 5 yrs. Co. has made a noteworthy 
record, both gros3 and net having incr. in 
each successive yr. Property is in excellent 
physical condition and territory served is 
growing rapidly. 


U. S. Smelting —TGOOD EARNINGS.— 
Net profits 1912 probably about $9 a share 
on the com. after charging off $1,000,000 for 
depreciation. Future of Co. never looked 
brighter, in spite of decline in price of stock. 


U. S. Steel—TDECREASED PROFITS. 
—1912 production will break all records, but 
net profits will not materially surpass last 
yr., when production was 25% less. Since 
organization, productive capacity has great- 
ly incr., but earning power per ton has de- 
clined. In 1902 average wage was $716, 
taxes were $2,391,465, general expenses $13,- 
202,398, and net profit per ton $16.25. In 
1911 average wage $819, taxes $9,622,347, 
general expenses $16,544,152, net per ton $11. 
For 1912 net per ton is estimated at $8.86. 
Co. is paying out over $5,000,000 a yr. for 
welfare work and pensions.* Directors have 
decided to spend $20,000,000 in building a 
new Canadian plant at Sandwich, Ontario, 
where the Co. owns 1500 acres with 1% 
miles of water front opposite Detroit—*Up 
to a few yrs. ago practically all new con- 
struction work was financed from surplus 
earngs. It now appears that, although Co. 
has doubled its capacity since organization, 
bonds will hereafter have to be issued for 
new construction until there is a decided 
change in the situation as regards operating 
costs and prices. To maintain supremacy 
Co. will have to expend large amounts yrly. 
for construction. Average outlay since or- 
ganization has been $45,000,000 a yr. and 
still the per cent. of its ingot products as 
to the country’s total has declined over 11 
points. 


Wabash.—_*LARGE GROSS.—F. A. De- 
lano, Pres. & Receiver, says: “Outlook for 
continuance of heavy traffic is excellent but 
management is putting all of the gain in 
revenues back into the property in the 
shape of increased maintenance expendi- 
tures—*More substantial increases will 
be required to put Wabash on its feet. 
Showing under receivership does not en- 
courage payment of the heavy assessment 
of $40 a share which is believed probable. 


Wabash-- Pittsburgh Terminal. —*PRO- 
GRESS BACKWARDS.—Earngs. are ap- 
proaching the irreducible minimum. For 5 
mos. to Nov. 1912, net earngs. were $59,279 
against $50,396 in 1911, $91,341 in 1910, $134.- 
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544 in 1909, and $446,622 in 1908. Joseph 
Ramsay, Jr., who built the road and ought 
to know, says Co. should earn $3,000,000 
gross annually if it is given a chance. 


Western Electric—*LARGE PROFITS. 
—Gross sales for 1912 will exceed 1911 and 
profits will be from 23% to 25% on $15,000,- 
000 stock. However, it is unlikely that more 
than 10% (the present rate) will be dis- 
tributed in divs. for some yrs. to come. 


Western Maryland.—*DIVIDEND 
PASSED.—E. D. Adams, Chairman, says: 
“The usual quarterly div. on pref. was not 
declared because it had not been earned 
during the quarter, and profit and loss sur- 
plus of $841,000 shown in last report is not 
available, as it has been invested in the 
property. The system is now in process of 
transformation and evolution from a local 
railroad to a seaport terminal link in one of 
the largest railway systems.”—*Track ter- 
minal facilities and equipment of original 
line are not adequate to the larger volume 
of traffic being sent over the road as a result 
of through connection with the Pittsburgh 
& Lake Erie. 

Western Union.—*NEW SERVICE.— 
New daily cable letter service began Jan. 1 
—12 words plain language to Great Britain, 
Treland, Belgium and Holland for 75c., with 
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5c. for each added word, delivery to be made 
on the following day. 

Westinghouse Electric—*P ROS PER- 
OUS BUSINESS.—Fise. yr. ending Mch. 
1913 will be best in history and there is 
reason to expect incr. in com. div. within a 
yr. Nov. 1, Co. had 14,700 men on its pay- 
roll,-against 11,500 in 1911. 

Wheeling & Lake Erie—*GOOD SHOW- 
ING.—Minority stockholders won their 
fight to get control of property. Court de- 
cided that meeting of minority holders June 
4, 1912, was legal. *Fundamental strength 
of Co. is demonstrated by growth of earngs. 
and improved operation in the 4-yr. period 
under receivership, although nothing has 
been done to supply Co. with new money or 
equipment. Gross incr. 5 mos. ending Nov. 
was 21.63% over 1909; net gain, 44.96%. 
In 5 mos. Co. has earned its full yr.’s obli- 
gation, except $78,000 

Willys - Overland.—*ESTIMATED 
EARNINGS.—Net profits for yr. ending 
June, 1913, are estimated at over $5,000,000 
or 23% on the com. Management reports 
that the outlook was never better. 

F. W. Woolworth.—* BUSINESS.—Sales 
for 1912, $60,561,514 against $52,472,447 in 
1911. As Co. realizes about 10% profit, this 
would mean net earngs. equaling 10.2% on 
$50,000,000 com., after regular 7% on pref. 
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This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Almagamated - Anaconda. —*1912. will 
show net earnings for Anaconda of about 
$4.75 per share, although shares are selling 
no higher than at close of 1911, when Co. 
earned $1.85 per share and paid $2 per an. in 
divs. All mines of Co. will be hoisting ore 
by compressed air system within six mos. The 
state mine inspector says that the estimated 
saving will be at least lc. per lb. There is 
sufficient power available for operation of 
every mine belonging to Co—*The average 
wages paid by Amal. have been more than 
$1,200 per an., which is about 3 times the av- 
erage wage paid in all other industries, ac- 
cording te U. S. census. The total expenses 
for 5 yrs. were $189,830,784, and the total divs. 
$18,466,548. Anaconda produced about 295,- 
000,000 Ibs. of copper during 1912. This com- 
pares with 260,000,000 Ibs, previous yr. 


Braden Copper—ftORE BODY. In 
combining recent reports, it is found that for 
last 1,220 feet in No. 1 Teniente tunnel ore has 
averaged over 4% copper for entire distance. 


Previous to this, tunnel passed through a prac- 
tically continuous ore body for nearly 2,000 
feet, which is said to have averaged between 
3% and 3%% copper. In connection with 
these developments various crosscuts indicate 
that the ore body averages over 100 feet in 
width. 

Calumet & Hecla—*ESTIMATED PRO- 
DUCTION of Co. and its subsidiaries for 
Dec. totalled 10,127,542 Ibs., compared with 
10,680,968 Ibs. in Nov. and 11,125,979 Ibs. Dec. 
1911. For yr. 1912 output was 129,865,005 Ibs. 
against 119,737,403 Ibs. in 1911, and 131,927,840 
Ibs. in 1910. 


Chino.—tORE ESTIMATES.—The most 
important development is the recalculation 
of actual amount of commercial ore that will 
be mined. The latest official estimate was, 
approximately, 55,000,000 tons, averaging 
2%%. It is now estimated that there have 
been developed no less than 90,000,000 tons, 
averaging 1.83%.—*Chino ore body indi- 
cates that Chino’s costs year in and year 
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out should not run much above 7c. per Ib. 
—tDirectors meet in Jan. to start its div. 
career on $4 basis. 


East Butte—tPITTSMONT PROPER- 
TY. With earngs. of $125,000 a mo., and note 
obligations of $100,000 per mo. for 5 mos. 
(first payment made Jan. 1) Co. should be out 
of debt by May 1, and in full possession of 
Pittsmont property with capitalization of 
410,000 shares of stock. It was only a few 
yrs. ago that Co. took over the Pittsmont prop- 
erty. In addition to giving 110,000 shares of 
East Butte stock for property and smelter, 
which has been practically rebuilt, it has paid 
$2,100,000 cash, leaving $400,000 still due. A 
new and fine vein has been discovered, and 
the ore is 2 to 7 ft. wide with high copper and 
silver contents. 


Greene-Cananea.—*LESS EFFICIENCY 
was secured owing to unrest among laborers, 
as well as minor desertions from the ranks, 
and a readjustment of wages and hours, helped 
toward a higher cost of operating. 


Homestake.—-STOCK DIVIDEN D.— 
*Meeting of stockholders called for Feb. 20, 
to vote for incr. capital stock. Directors 
recommended stock div. of 15%. Regular 
divs. have been at rate of 50c. per quarter. 
—?Co. is one of the best examples of stability 
and investment worth of low grade gold min- 
ing propositions. For 33 yrs. past, with only 
2 trifling exceptions, it has paid regular month- 
ly divs. These, for several yrs., have been at 
rate of $6 per share per an. After 33 yrs. of 
operation, it has distributed over $27,000,000 
in divs., and is still growing. For last half of 
1911 Co. earned at rate of $10 a share, and 
recent earngs. have been showing still further 
gain. There is good reason to believe that 
divs. will be incr. 


Inspiration. —}CHEAP POWER. — Co. 
has taken out from development work, 20,000 
tons of ore monthly, and when mill is ready 
several hundred thousand tons of ore will be 
available. Good progress is being made on 
the Arizona & Eastern Ry. from Miami prop- 
erty to the Live Oak Terminal. Steel con- 
tracts for about 8,000 tons structural steel have 
been let to Am. Bridge Co. Co. has made 
contract for surplus power at the Roosevelt 
dam, which assures the cheapest power of 
any of the mines in the Southwest. 


La Rose—*YEAR’S RESULTS.—Dur- 
ing 12 mos. ended Dec. 31 last, Co. made a 
profit of $1,000,000. Production during yr. 
was 3,000,000 ozs. of silver, having gross value 
of $1,800,000. Expenses approximately $800,- 
000. leaving profit as above. At end of yr. 
1912, Co. had a surplus of $1,750,000 as fol- 
lows: Cash on hand $1,500,000, ore in transit 
$250,000, total $1,750,000. 


Mason Valley—tSMELTER now han- 
dling an average of 800 tons, and producing 
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60 tons of copper matte daily, an average of 
1,500,000 Ibs. of copper per mo. 

Miami Copper.—* EARNINGS.—Co. pro- 
duced 32,813,643 Ibs. of copper during 1912 
Estimated cost of production slightly less ong 
9%c. a lb. Based upon average price of 16% 
net earngs. for period approximated $2, 214,988, 
equal to $2.90 a share. During 1912 Co.'s 
bonded debt was reduced almost 66% through 
conversion of $1,357,000 bonds, accompanied 
by corresponding incr. in amount of stock out- 
standing. 

Mines Co. of America—*DIV. 
MENTS resumed. 14% declared 
Jan. 25 to holders of record Jan. 10. 
at rate of 5% per an. or 50c. per share. 
is for the quarter ending Dec. 31. 


Mohawk Mining.—*DIVIDEND declared 
of $3 a share semiannually, an incr. of 50c 
over 6 mos. ago. The div. is payable Feb. |. 

Nipissing —tINCOME.—Co. will close 
yr. 1912 with shipments same as 1911, as 4,678,- 
074 ozs. were sent out. Although too soon tu 
give production figures, indications are they 
will approximate 5,197,000 ozs. Owing to 
higher price of silver, it is estimated that gross 
income will exceed last yr. by $300,000. Dur- 
ing yr. 1912 Co. has practically maintained its 
surplus. With payment accruing Jan. 20, 1913, 
Co. will have disbursed to stockholders a total 
of $9,540,000. 

Tennessee Copper.—*I NCREASED 
EARNINGS.—Net profits for 1912 probably 
over $1,000,000, or more than double 1911, 
owing to higher price for copper and great- 
er efficiency of operation at the smelter and 
acid plant. Div. of $1.50 a share recently de- 
clared, making $4 for the yr. 

Utah-Nevada Cons —*OUTPUT of Utah 
Copper in Nov. of 5,802,544 Ibs. shows reflec- 
tion of miners’ strike. For 11 mos. of current 
yr. the total was 89,000,000 Ibs. During past 
3 mos. production was about 14,000,000 Ibs. 
against 33,200,000 Ibs. in previous 3 mos., so 
that Co.’s loss resulting from labor disturb- 
ances at Bingham Camp was 19,000,000 to 
20,000,000 Ibs. Nevada Cons. was also ham- 
pered by labor disturbances. Combined pro- 
duction of the two Cos. for yr. to Dec. 1 ag- 
gregates 150,123,650 Ibs. compared with 150,- 
825,548 in corresponding period last yr—*Utah 
Co. will have earned net profits, including divs. 
received from Nevada Cons. about $9,751,000, 
equal to better than $6 per share on its 1,575,- 
000 shares.—}This yr. up to Dec. Nevada pro- 
duced 59,087,630 Ibs., and estimating Dec. at 
5,500,000 Ibs. production for 1912 would be 
64,587,630 against 63,000,000 for 1911. From 
standpoint of earngs., 1912 has been an excel- 
lent yr. As result of labor strike it is impos- 
sible to place a figure on net profits for last 
quarter, but for first 3 quarters of yr., neat 
earngs., after allowing for depreciation and 
ore extinguishment, amounted to $3,863,266, or 
more than $1.80 per share. 
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SPECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving a profit from price changes. 








Limited vs. Market Orders 


By G. H. ESTABROOK 








Pacific at one hundred and 
seventy-one. 

Broker—Hadn’t you better buy it “at 
the market ?” 

C.—No, the last sale is one hundred 
and seventy-one and I won't pay any 
more for it. 

B.—But you think it is going to one 
hundred and seventy-five, don’t you? 

C.—Yes, but I’m not going td bid up 
for it. 

B.—If it never touches one hundred 
and seventy-one again and your order 
can’t be executed, you'll kick yourself, 
won't you? 

C.—Maybe I will—but you leave the 
order at one hundred and seventy-one. 

B.—Do you know that in these dull 
markets a thousand-share order in Union 
Pacific at the same price as the last sale 
is in itself a good reason why you 
shouldn’t get the stock? 

C.—I can’t see why. 

B.—Well, our broker goes into the 
crowd and finds Union Pacific one and 
one-eighth bid. It may be one on the 
ticker in the office, but one-eighth is bid 
on the floor, and that’s where your order 
must be executed. There may be no 
stock offered under three-eighths, and 
you can sit there and growl all you like, 
but nothing will happen unless the mar- 
ket recedes. If our broker has another 


Cri a thousand Union 


order to buy 500 Steel “at the market,” 
he cannot be in the Union Pacific crowd 
and the Steel crowd at the same time, so 


he gives the order to buy your thousand 
Union to the specialist and goes off to 
execute the Steel order. Other orders to 
buy Union Pacific at one hundred and 
seventy-one come into the crowd, and as 
the stock is now one-eighth bid, these are 
also turned over to the specialist, who 
within a few minutes accumulates buy- 
ing orders amounting to 2,000 shares. 
With these orders in hand the specialist 
takes a chance for himself and bids one- 
eighth for 500 or 1,000 on his own ac- 
count, knowing that if he secures it and 
the price afterwards grows weak he can 
limit his loss to one-eighth by selling his 
stock to those who wish to buy at one 
hundred and seventy-one. 

The floor traders, hearing the specialist 
bid an eighth, bid a quarter. Perhaps 
there are sales at a quarter and the stock 
which is offered at three-eighths is the 
only lot in the market for the time being. 
Thus you will see that there are two lay- 
ers of buying orders before yours; viz., 
at an eighth and a quarter, and that these 
orders were more or less generated by 
your own order. So, in attempting to 
buy at one hundred and seventy-one, and 
stubbornly refusing to pay the market 
price, you become one of the main ob- 
stacles to the execution of your own 
order. 

C.—I never thought of it in just that 
way. 

B.—Very few people do, and it is be- 
cause they do not understand the inner 
workings of the Stock Exchange. Here 
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This photograph was taken on a comparatively dull day and many of the trading posts were almost de- 


serted. 


The "board. at the back is electrically operated, and shows the numbers of the brokers who are wanted 


at the private telephones to receive orders from their firms. 


you are ready to bet your shirt that 
Union Pacific will sell at one hundred 
and seventy-five; you can get your stock 
at a_fraction above your figure; yet you 
refuse to pay that fraction, in spite of 
the fact that you will probably cut your- 
self out of a profit of five thousand dol- 
lars. You are betting nearly 20 to 1 
against yourself. You not only want the 
apple, but the tree and all the land 
around it. 

C.—Well, but these orders are never 
executed at the price on the tape. I al- 
ways get roasted. 

B.—No, you don’t, although I will ad- 
mit it sometimes appears so. The reason 
is that the price on the tape is merely 
the record of the transactions which took 
place from one to five minutes ago and 
has nothing whatever to do with the ac- 
tual price of the stock this minute on the 
floor of the New York Stock Exchange. 
The market price differs from the last 


sale, hoth in time and in the fact that it 
has two sides—the bid price and the 
asked price. Nothing else is the market 
price. Get that into your think tank and 
it will save you a lot of trouble. 

C.—Here’s one hundred shares an 
eighth and fifteen hundred at a quarter 
now. 

B.—Well, you see there is very little 
stock offered, and unless there is a ‘set- 
back in the market you won’t get your 
stock at one hundred and seventy-one. 

C.— Well, let it stand anyway. 

B.—I won't argue with you, for you 
might think I am over anxious to execute 
the order. I really am more interested 
in seeing you make that profit. 

C.—See how it’s quoted now. 

B.—(A few minutes later.) A quarter 
bid for two hundred, with twelve hun 
dred offered at three-eighths. 

C.—I think that fellow with the twelve 
hundred will come down, I'll wait. 
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B.—AIll right, but if you had seen as 
many thousands of dollars lost by plac- 
ing these limited orders as I have, you'd 
take that twelve hundred shares at three- 
eighths. 

C.—Nope, let somebody else take it.— 
Well, here it comes on the tape now, 
twelve hundred at three-eighths, five 
hundred at a half, 200 at five-eighths. 
I’ve missed it! 

B.—Don't like to say, “I told you so,” 
but I was afraid you would. The market 
is strong, with Union Pacific the leader. 

C.—I don’t care, let it go up, I'll buy 
something else. What's Steel? 

B.—Three and a half. Here is Union 
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Pacific three-quarters, seven-eighths, one 
hundred and seventy-two! 
* * * * 

Such incidents happen dozens of times 
every day in every brokerage office in the 
land. Everybody wants the stock at his 
price and kicks if he doesn’t get it. He 
never stops to think that if a stock is 
cheap at one hundred and seventy-one it 
is cheap at an eighth or a quarter. If 
you can’t get your courage screwed up 
to buy your entire line “at the market,” 
buy at least half and the balance at a 
price which is satisfactory fo you. Thus 
you are sure of getting some benefit 
when the move is actually under way. 








Notes on Office Trading 


IX—Market Diagnosis, from the Office Trader’s Standpoint 








ing Swing as being the real ob- 

jective of the trader. The idea is 
that, although a commitment is made, 
primarily, in the hope of making a 
“trading” profit on that particular trans- 
action, a very important part of its 
real justification is the possibility that 
it may turn out to be participating in a 
substantial move. The fluctuations of 
the trader’s profit and loss balance will 
be apt to incline to the wrong side un- 
less he can secure sizable profits from 
time to time. 

The trader’s immediate concern is, 
of course, with the direction of the next 
move, rather than with its probable ex- 
tent, for the very simple reason that, 
even if his diagnosis of the position be 
correct, the anticipated swing may not 
be actually starting as yet. Neverthe- 
less, a commitment is hardly justified 
unless there is some reason to believe 
that it may be good for more than a 
scalp. 

This implies that two lines of rea- 
soning must converge before a well- 
grounded trading decision can be ar- 
rived at. In the first place, conditions 
must be judged to warrant the pur- 


| HAVE already described the Trad- 


chase or the sale of something. That 
is to say, the trader has to satisfy him- 
self that a rally or a reaction is not only 
due, but is probably imminent, and that 
conditions also favor the assumption 
that a move of some extent is at least 
possible. Secondly, having studied the 
strategic position of such stocks as are 
suitable for trading purposes, he must 
select that one which seems most likely 
to move substantially and in accord 
with the “trading trend” he has diag- 
nosed. 

It is to be understood, of course, that 
the diagnosis of the trading trend and 
the selection of the stock to be taken are 
the component parts of a judgment 
which, in the last analysis, is only a guess. 
Nothing like certainty is attainable. 
From first to last a trader’s decisions will 
and must rest on his view of the balance 
of probabilities. But it must be a rea- 
soned guess, every time, based on deduc- 
tion from observed indications and study 
of recorded data, supplemented and con- 
trolled by judgment derived from ex- 
perience. 

Such an opinion once formed, the 
transactions that are undertaken in con- 
sequence can be, to a considerable extent, 
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regulated methodically. This, however, 
is a totally distinct branch of the general 
subject and will be discussed later. 

It may be well to say here that most of 
the arguments to be used, when they 
refer to moves in one direction, will ap- 
ply also when understood in a contrary 
sense. One or two exceptions may be 
noted as we proceed. 

* * * 

I define the “trading trend” as the bal- 
ance of probability regarding the direc- 
tion to be taken by the prices of the body 
of active stocks when they leave the ex- 
isting price-range. In other words, it is 
the direction of a forthcoming move of 
which the foundations are being laid dur- 
ing the preceding accumulation or dis- 
tribution periods. It is a tendency to 
move, not the move itself. The move it- 
self progressively weakens the trend, and 
will ultimately reach a point where the 
cumulative effect of the transactions in- 
volved in it will have reversed the tech- 
nical situation. 

The “trading temper” is the condition 
of the public mind in respect to its wil- 
lingness to be tempted to adopt a certain 
course. The public is long, for example, 
and will stay in (and buy more), as long 
as prices are advancing. Or the public is 
out of its stocks and sits around, impa- 
tient for the time to come—after a rise— 
when everything will be made to look 
ready to start on an aeroplane trip. 

The trader’s aim is to get in ahead, 
when prices are low and things look un- 
inviting, so as to have something to sell 
to the public when it is at last enthused, 
or when there are signs that Tom, Dick 
and Harry have accumulated most of the 
bargains. When the public comes in ac- 
tively, the end of the current move is 
usually in sight. If the market “looks” 
like doing a certain thing, under circum- 
stances that make it probable, it will be 
so regarded by the general trading mind, 
it is dollars to doughnuts that it will do 
the opposite. Still more, of course, does 
this hold good in respect to individual 
stocks. 

The result of my observation and ex- 
perience is that, as a general proposition, 
a trader is safe in assuming that (1) The 
trading public is usually wrong in its de- 
ductions, particularly with regard to the 
time and price-level at which its fore- 
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casts are to be verified ; and that (2) The 
trend of sentiment current among office 
habitués in one place, and their transac- 
tions, represent, reasonably well, what 
obtains elsewhere. I feel sure that I de- 
rive some assistance, and more warnings 
of danger, from attention to what is go- 
ing on in three or four fairly large offices. 
It is to be understoond, of course, that 
there is, from time to time, more or less 
good judgment going around, although 
it is to.be feared that it is not acted upon 
very judiciously, as a rule. One must be 
careful to treat the apparent trading sen- 
timent, and such facts relating to other 
traders’ actual commitments as may come 
to hand, in a purely objective way. It is 
also necessary to guard against being dis- 
suaded from a course of action simply 
because Tom, Dick and Harry have the 
same idea. In this case, however, the 
trader must make sure his own ideas will 
stand cross-examination. 

Recognition of public bullishness or 
bearishness is, naturally, of less value 
than knowledge of the fact that most 
traders are actually long or actually out 
of their stocks. As a rule, the public 
won't sell short, to a noticeable extent, 
except at the psychological buying mo- 
ment for a good upturn. But abstention 
from buying is, potentially, almost the 
same thing, because every one of them is 
simply itching to buy—when prices are 
high enough! 

It is probable that the most potent of 
all influences on public sentiment that 
are exerted by the action of the market 
itself is the fact that one or more stocks 
break through an “old high” or the last 
previous top eighth, as the case may be. 
As a matter of fact, the question of buy- 
ing anything for such a reason is not at 
all within the scope of methodical trad- 
ing. In most cases of the kind in which 
higher prices are really impending the 
trader would have had indications of a 
very different kind long since, and be 
long at better prices. If not, he has sim- 
ply missed an opportunity, which is a 
matter to be mildly regretted, no doubt; 
but it is, after all, the only kind of mis- 
take he can make that won't cost him 
money as well as loss of time. More of 
this when we come to actual trading de- 
tails. 

These remarks apply, of course, chiefly 
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to the crop of potential traders around 
the existing levels. There is also a con- 
siderable amount of stock which is only 
to be disturbed in its slumbers by the 
more radical moves. The trader’s or- 
dinary concern is with the immediate 
present market and the present general 
price-range. 
the level of previous major turning points 
the investor and the long-range specula- 
tor have to be reckoned with as well as 
the narrow-guage trading community. If 
it were not for this the trader would 
have very little to do with price and vol- 
ume records more than a few weeks old. 

It may be taken as a fair generalization 
that the principal, if not the only, points 
at which the trading public can be in- 
duced to take hold are market “features.” 
That is to say, a “bulge” will make them 
into bulls, and a “slump” make them con- 
clude that the bottomless pit is yawning 
before them. In between, when prices 
are being marked up or marked down, 
their attitude is apt to be one of masterly 
inactivity. 

If the reader will refer to his detailed 
chart of Union for September, 1912, he 
will see an illustration of the bearing of 
these remarks. There was a straight rise 
from 167 on September 12 to 17634 on 
the 30th, a rise of about ten points. Dis- 
tinct waits were made around 168%, 171, 
173 and 174%. No reactions occurred at 
these points, however, presumably be- 
cause few outsiders were buying as yet. 
Matters changed on September 25, when 
the price broke through 174%, made on 
August 14. The nine rising full days 
from September 12 to 24 averaged 25,000 
shares. The sales on the 25th were 
60,000 shares, and the eight “distribut- 
ing” full days (September 26 to October 
7) averaged 33,000 shares, during which 
time the price ranged horizontally be- 
tween 173% and 175%. 

In other words, Tom, Dick and Harry 
sat and watched the rise from 167 to 175 
and then concluded Union was a buy at 
iast, covered such shorts as any of them 
might have had and turned bullish. 

This is not hindsight. It is a true de- 
scription of what actually happened in 
one office that I frequent. I went out of 
my way to give two “tips” on Union at 
the time. On Friday, September 13, I 
said to the assembled company, “Buy 


But when prices approach ° 
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some Union, with stop at 16634,” and did 
it myself. On Monday, October 7, again, 
I suggested selling it, with stop at 176%, 
backing my opinion, of course. In neither 
case did a single order but mine go in! 
This is my usual experience when, from 
time’ to time, I test public sentiment in 
this way. 

Practically all moves, small and large. 
end in “features.” A move in a certain 
direction is apt to proceed until outsiders 
come in to the feast or throw over their 
stocks, neither of which will they do until 
tempted by an outburst of relative activ- 
ity and relatively wide and rapid price 
movements. The only difference between 
the intermediate and the major turning 
points is one of intensity. The top of an 
intermediate swing or of a mere rally ex- 
hibits the characteristics of a boom in 
miniature, and the bottom of a downward 
swing or of a reaction in the same way 
resembles a panic on a small scale. 

I constantly have a mental picture be- 
fore me of these significant trading areas, 
separated by periods during which the 
stock taken in during weakness is marked 
up till the outsiders are again induced to 
step in and take a hand in the game, ani 
vice versa. Until these points are reached 
I have no means of knowing where they 
will be found, but once they appear their 
complexion can be watched and their lo- 
cation and weight compared with those 
that have preceded them, and in this way 
a deduction can ‘be drawn as to the prob- 
ability of a more decided movement in 
the same direction or of a retrograde, 
balancing movement. 

A valuable means of distinguishing be- 
tween “features” that mark the major 
turning points and those that occur, con- 
stantly, during the course of a general 
movement is afforded by comparative 
analysis of the movements of individual 
stocks. It is almost invariably the case 
that before a substantial general move- 
ment starts every important group of 
traders shall have been taught to antici- 
pate a still further movement in the cur- 
rent direction. This has, of course, the 
double effect of “getting them in wrong” 
and of predisposing them to resist a 
movement when it really starts. The 
same process takes place in a smaller de- 
gree on the occasion of each rally and re- 
action, but the experienced trader has. 
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usually, no great difficulty in noting that 
no general response has been made by the 
market as a whole to the movements of 
the “leaders” for the time being. In other 
words, such a rally or reaction, when un- 
accompanied by a general responsive ac- 
tion, lacks the essential earmark of a 
“feature” and will usually prove to be a 
merely incidental halt in the course of the 
current move. 

During the year 1912 there were 

twenty-five genuine “features,” and there 
were, in addition, forty-five rallies or re- 
actions that did not amount to more than 
waiting places. As will be shown in the 
next article every major “feature” coin- 
cided with a turning point or a definite 
waiting place (perhaps “digestive area” 
is a better description, seeing that such 
times are simply periods of readjustment 
and not of change in the underlying tend- 
ency) in practically every one of the lead- 
ing active stocks. Furthermore, in the 
case of the rallies and reactions that did 
not amount to “features” not much more 
than half of the same stocks participated 
* in any one of them. 
« On the contrary, however, there were 
six occasions when one or more of the 
same stocks made major turning points 
in the absence of a general “feature.” 
The points made here will be illustrated 
later, and discussed in greater detail. The 
object here is to call attention to the gen- 
eral principle involved. 

The real starting point of a swing, as 
it affects the trader’s outlook, is the end 
of the preceding swing. That is to say, 
a movement in a certain direction is likely 
to proceed further and further until it 
reaches a price level at which stocks are 
found to be passing from strong hands to 
weak, and vice versa. When this point is 
reached the movement stops more or less 
completely and a waiting place generally 
supervenes, a “trading period,” during 
which the effect of the preceding swing is 
emphasized to the fullest extent that cir- 
cumstances permit. The public, for ex- 
ample, is not only to be made to take all 
the stock that is lying round, but it is to 
be permitted and encouraged to go long 
of as much more as possible. This will 
not, as a rule, be more than the amount 
which insiders may safely sell short. The 
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converse is not quite the same. The pub- 
lic would hardly be likely to oversell to 
such an extent as to overload the insiders! 
The truth of the above reasoning is 
shown by the fact that prices practically 
never stay for any length of time close, 
actually close, to the extreme bottom, 
whereas they quite frequently do hang 
within a small distance of the extreme top 
for a considerable time. 

This point is illustrated by the barom- 
eter chart. After the five months’ dis- 
tribution period, from August, 1909, to 
the end of the year, sharp-pointed bot- 
toms were made in February, May, June 
and July, 1910, the intervening tops being 
relatively much blunter. Again, during 
the rise of 1910, there were sharp-pointed 
bottoms in November, 1910, and April, 
1911. The very blunt line of tops, July- 
August, 1911, was followed by the sharp- 
pointed bottom of September of that year. 
And the process seems to recur regularly. 
The same thing is shown, still better, by 
the records of the movements of the sep- 
arate stocks, and especially in the case of 
such stocks as are suitable for the opera- 
tions of the trader. It is this line of ob- 
servation, and the fact that my profit and 
loss account tells the same thing, which 
leads me to the conclusion, previously ex- 
pressed, that tops are more easily diag- 
nosed than bottoms. 

From the moment a trader has made up 
his mind that a move is over he should 
begin to plan his operations on the basis 
that the opposite direction has now be- 
come the “normal” one. He will be likely 
to do better, on balance, than if he con- 
tinued on his original side until the trend 
had definitely turned and the new move- 
ment actually started. There are several 
reasons for this. In the first place, to 
keep on beyond the point mentioned in- 
curs danger of overstaying the market, 
which is not only a costly proceeding in 
itself, but at the same time impairs the 
judgment in the most serious way. In 
such a case the best chances to “get 
aboard” to advantage are liable to be 
lost. It seems absurd to tail on behind 
when the whole aim and object is, or 
should be, to get in ahead of the other 
fellow ! 

(To be continued. ) 











Common Sense on the Stop Order Question 


By SCRIBNER BROWNE 








EARLY all the writers in THE 
MAGAZINE OF WALL STREET who 
discuss stop orders are in favor 

of using them. I am not opposed to 
their use. On the contrary I believe 
there are many cases when stop orders 
are desirable and doubtless many per- 
sons who should always use them. but 
I think there are many other cases where 
they are the cause of unnecessary losses 
and that there are many people who 
ought never to use stop orders except 
for the purpose of preventing a good 
profit from running into a loss. 

In discussing this subject it is usually 
assumed that the trader has the choice 
of using a stop order or of letting his 
trade run into a big loss if the market 
goes against him. In such a case it 


would certainly be better to put in the 
stop order. 


is that the 
such 


But the fact 
trader is not restricted to any 
limited choice as this. 

If he is in a brokerage office watching 
the market, his choice is really between 
putting in a stop order in advance or 
closing out his trade at the market when 
he is convinced that he has made a mis- 
take and is on the wrong side. It is true 
that the trader may be troubled with some 
indecision or weakness of will power 
which might lead him to watch prices 
running against him without being able 
to get up the courage to close out his 
trade at a loss. 

Or he may make the mistake of jolly- 
ing himself along by assuring himself 
that he will get out on the first little 
rally ; then when the rally comes he may 
feel more bullish and wait for it to run 
still further, and so on, until he finally 
takes a big loss. 

If he is incapable of selling out at the 
market and taking his loss manfully, he 
may need to bolster himself up by putting 
in a stop order in advance, but I don’t 
believe this is true of the majority of 
traders. Asa rule, if the trader definitely 
determines that he will not allow losses 
to run against him for any great distance, 
but that he will close out as soon as he 


finds that he is wrong, without waiting 
for a rally, he can carry out this line 
of action without any special difficulty. 

Now what does he gain by waiting and 
selling out at the market in such cases 
instead of placing his stop order in ad- 
vance? Just this: 

He has the opportunity of judging the 
market at the time instead of being 
obliged to judge it in advance. 

It is very difficult to tell what the 
market will do several days in advance, 
or even several hours in advance. The 
trader may say to himself: 

“If Union Pacific goes down to 160, I 
am wrong. I will therefore put in a stop 
at 160.” 

But when the time comes Union may 
touch 160 on some false rumor, or as a 
result of an unjustified bear drive, or in 
sympathy with weakness in some other 
stock; and if there is no sound reason 
for the decline it will be quickly ®- 
covered. 

All those who use stop orders have the 
unpleasant experience of being shaken 
out of their stocks again and again very 
close to bottom figures, and then seeing 
the market advance sharply and contin- 
uously. If the trader had waited, in such 
cases, until the break came, he might 
have seen reasons for holding his stocks 
a little longer. 

In other words, I see no reason why 
the trader should not have the use of his 
judgment all the time, and’ not merely 
part of the time. Active trading is a 
hard enough proposition anyway and I 
don’t see why the trader should delib- 
erately increase his difficulties by abdicat- 
ing his judgment as to the closing out of 
his trade when it starts against him. 

If the trader is not watching the 
market, but is busy about his own affairs 
and doesn’t know what the market has 
done until he gets the evening paper, the 
case is somewhat different. He can then 
apply his judgment to the situation only 
once a day and the time might come, and 
probably would come; when a stock like 
Union Pacific or Reading would run 
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against him ten points or so in a single 
day. 

Under these circumstances, if we as- 
sume that the trader is just as likely to 
be wrong as right, he should certainly 
protect himself by a stop order. Also we 
could say definitely that if the trader was 
always right on the general trend of the 
market he should not use any stop orders, 
because his security would soon recover 
even from a severe break. 

But most traders come in between 
these two classes. They are right on the 
trend of the market perhaps three times 
out of five, or three times out of four, or 
six times out of eleven, or some other 
ratio. Consequently every man must 
judge for himself whether it pays him to 
use stop orders. 

I know a trader who formerly used 
twenty points protection and put in a 
two or three point stop order, thus limit- 
ing his loss to somewhere from one-tenth 
to one-sixth of his capital. He found 
that he was right more than half the time 
on the trend but still lost money. 

He then changed his plan and based 
his trades on forty points protection, buy- 


ing or selling only half as much stock as 
before, and left off using stop orders. 
In explaining this he said: 

“T expect some day to get caught for a 


loss of ten points. I have been over the 
history of the market for five years and 
I can’t find any place where I would 
have lost more than that. That would 
be one-quarter of my speculative capital, 
and I would have to reduce my next 
commitment a little as a result. But I 
expect that the number of my small 
losses will be reduced enough to more 
than cover this big loss, because of the 
numerous cases where the market will 
recover and give me a profit after a de- 
cline of several points.” 

The last I heard this trader was suc- 
ceeding much better on the new plan. I 
trade mostly on the investment plan my- 
self, but it seems to me he has common 
sense on his side. I believe any trader 
who can keep right on the trend, say, 
three-fifths of the time will win out by 
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using large capital in proportion to his 
trades and simply forming his judgment 
every night after studying over the situa- 
tion, without using stop orders except to 
prevent a good profit from running into a 
loss. 

He will have his losses and his periods 
of losses, but the mathematics of the 
thing is on his side. When he finds he is 
in wrong, he will simply place an order 
to close out the first thing the next morn- 
ing. He will very rarely lose more than 
two or three points and often his loss will 
be only a fraction. If the market goes 
his way he will hold his position until he 
sees reason for taking profits. After he 
gets, say, five points profit in his trade, 
he can place a stop order to prevent that 
trade from running into a loss. Then his 
capital is free to make another trade 
when he sees a good opportunity. 

The point I want to make is that the 
use of stop orders should not be com- 
pared with the idea of simply holding on 
indefinitely in the hope that the market 
will come back and give the trader a 
profit. The stop order should be com- 
pared with what the trader can actually 
do without stop orders. If he is watch- 
ing the market he can close out at any 
moment. If he is not watching the 
market he can always close out the next 
morning. He should figure on his com- 
parative results along this line. 

For the beginner the stop loss order is 
undoubtedly a good thing. He is prac- 
tically certain to lose some money during 
the first year of his trading and he will 
lose less if he uses stop orders. But this 
is no argument for the use of stop orders 
by the experienced trader. The begin- 
ner is going to be wrong. That is the 
reason why stop orders help him. When 
the trader is going to be right more than 
half of the time I don’t believe stop or- 
ders are of any use to him, unless perhaps 
under some exceptional circumstances, 
such as a Supreme Court decision or an 
important dividend meeting with uncer- 
tain results, when the stock might have 
a sharp move in one direction or the other 
as soon as the news comes out. 
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By FRANK H. TUBBS 
(Continued from January issue.) 


Forget” 








HAT is the remedy? It is not 
W enough to refuse to read 
newspapers or hear brokers’ 
biased advice, because there are al- 
ways, at such times, waves of hypnotic 
influence which will be apparent. The 
remedy lies in the knowledge that your 
real self cannot be reached by any outside 
influence. Whole books could be writ- 
ten on the training of self for stock mar- 
ket trading. Always, when pointing out 
details of manipulation, uses of charts 
or other like things, the thought comes 
“After all it is the man.” 

Before leaving “Adam Sourguy’s” 
remark I wish to drop a phrase which 
has come into my mind many times dur- 
ing the last few years. “They are kick- 
ing up a dust to hide what they are 
doing.” 

When accumulating stock for the last 
year’s bull market, in August, Septem- 
ber and October, 1911, there was, com- 
paratively, tremendous activity, consider- 
able range and nothing done. Volume 
study on a combination of Union, Read- 
ing, St. Paul, Copper and Steel, five of 
the most active stocks, showed that the 
difference between buying and selling, in 
spite of the apparent activity, was very 
little. Such volume study is only ap- 
proximate, but it was near enough to tell 
me that the decline of 1911 was over. 
The great activity was “Kicking up 
dust.” Similar conditions obtained, 
though in smaller degree, in April and 
again in September, 1912. By the study 
of this point students may find a way of 
determining the change in the trend, 
sometimes. 

“The scientific placing of the stop at 
the danger point is the important thing.” 
Fear that the importance of that remark 
would be missed was an incentive to my 
writing this superficial review of some of 
the good things in the December num- 
ber. Although much has been said about 
the stop-loss, much may yet appear. The 
last word has not been spoken because 
new ideas are coming. I consider “at 


the danger point” very important in- 
struction. 

Now, that which is danger point in 
One case would not be in another. It all 
depends on the plan which the trader has 
in mind. I agree with the writer that 
an arbitrary stop one, two or three points 
from the price of entrance on a trade is 
not wise. Every trade should have a 
reason. It should be thought out and 
decided upon before the order is given. 
Why is it made? What ground have 
we for expecting a successful result of 
the trade? The reason for the trade 
contains, also, that which would indicate 
failure. 

For example, a stock may have been 
fluctuating for ten days over a narrow 
range. General conditions indicate that 
a pool has accumulated enough to justify 
a five-point rise. We buy it on the evi- 
dence. Now, if it drops below the nar- 
row period of accumulation have we not 
enough to lead to the opinion that the 
rise will not come? If so, the “danger 
point” would be just below the range of 
supposed accumulation, and there is 
where the stop-loss order should be 
placed. ' 

Or, if we think that the pool, judging 
from the way it has worked in that stock 
before, will drop down below their range 
of accumulation to catch stops before 
they raise the price, we must allow the 
danger line to be low enough to be missed 
when they make their sudden recession 
to drive out followers. As in everything 
else, the use of the stop-loss must be reg- 
ulated by judgment. The trade is made 
because of some good reason. The stop- 
loss is protection against having made a 
mistake in judgment and must be ad- 
justed accordingly. 

Mr. Lake, in his “Campaign in Le- 
high,” makes several remarks of which 
we may well ask ourselves “Why?” He 
is, I believe, an engineer, with mind 
trained to reason discriminately over in- 
dications. Before beginning to buy 
Lehigh he waited till it sold ex-rights 
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and had settled to a level much- below 
where it opened the day after it sold ex- 
rights. It is natural that some holders 
of stock should sell out within a few 
weeks after the stock sells ex-rights. 
And, almost always, there is a subse- 
quent large rise, frequently carrying the 
price back to the vicinity of where it sold 
before the rights came off. This very 
case in Lehigh is illustrative. It sold 
around 185 last January and down to 156 
in February. Then, on the rise which 
Mr. Lake utilized, it went to 181. 

We.have had a more recent illustration 
in U. S. Rubber common. In May, that 
stock sold at 677%. In July it sold ex- 
dividend and ex-rights to around 56. 
Then came its proper reaction to about 
50 and subsequent rally to its old top 
(made the day this is being written). 

Such action comes so frequently that 
it may be considered a rule. One must 
remember that Wall Street rules are not 
always to be depended upon. Nothing 
which I know always works. A rule is 
deduced from what takes place much 
more than a majority of times. 

We see why Mr. Lake waited till after 
Lehigh had come to a standstill below 
160. “Working up and down over a one 
or two-point range around the 157 to 158 
level, where it worked so long without 
breaking that I decided it was time to 
buy.” Previous to this narrow range of 
fluctuation Lehigh had broken in a 
straight line (without a point of rally) 
from 16034 to 155%. Its subsequent 
fluctuations were in the lower half of 
that drop. More often than otherwise 
that is where first accumulation is begun 
—just below the middle of a 5 or 6-point 
drop. It is true of manipulation in sev- 
eral stocks and students are advised to 
study it that they may devise their way 
of entering a campaign. 

Notice that Mr. Lake bought a second 
hundred at 160. Why? From the low 
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of 155% there had been seven small ral- 
lies before it reached 160. If its pool 
was ready to go above them, after show- 
ing evidence of accumulation, it meant 
business surely. That was _ reason 
enough. I wish to call attention to the 
fact that Mr. Lake’s campaign was really 
handled on profits. After his second 
purchase at 160 (on good reason) he 
could well consider the average price of 
his 157 and 160 purchases a bottom not 
likely to be broken. 

I might find many things to strengthen 
our trading thought in this campaign in 
Lehigh, but will turn to closing it out. 
“The stock soared to 171, 172, then a 
jump to 176, and finally reached 178% 
before reacting as much as a point.” 
That alone gave good reason for believ- 
ing it was the end, because it was exactly 
the reverse of action when the trade was 
begun. Then fluctuations were narrow; 
now wide. When opposites appear in 
manipulation, use opposites in trading. 
The rise from 171 to 178 was in May. 
Daily volumes for a week had been from 
8 to 13 thousand. Then they became 
53, 47 and 86 thousand. Lots of “dust” 
was stirred up to obscure the view of 
what was being done. 

Another reason for taking profit at 
that time was that the percentage of in- 
come on the original capital was tremen- 
dous. Perhaps Mr. Lake, being a careful 
man, had 100 points of margin at his dis- 
posal (though it was never drawn upon) 
on the original trade. His 40 points of 
profit were 40 per cent. on his capital. 
For reasonable speculators 40 per cent. a 
year is sufficient. In this casé it had 
come within four months. 

Perhaps the most important lesson in 
Mr. Lake’s campaign is “Study and 
learn to detect preparation and the right 
time to take hold.” The man who can 
decide that has the foundation of his 
fortune. 


Beginning with the March issue Mr. Tubbs will regularly con- 
tribute articles on speculation. 


ss 
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This department is to answer miscellaneous questions in regard to the science of investment, methods 
of operating, the customs of the markets, etc. Please write questions briefly and, if personal reply is desired, 
enclose stamped and self-addressed envelope. Address INQUIRY DEPARTMENT. 


Getting an Executive Position. 

I would highly appreciate your opinion of 
the following line of work. Granting it pos- 
sible to secure a position with a first-class 
bond house, would one be able to learn cor- 
poration finance with the view of advancing 
himself to the executive head of some com- 
pany? For example, The Manufacturers’ 
Record shows each issue a large number of 
new enterprises with capital stock varying 
from one thousand to a million dollars. If 
one has proved himself capable, would he 
be in demand by such organizations? Is 
the demand in this line relatively large or 
small? 

I am in possession of letters of introduc- 
tion to several of the largest banks in your 
city, also letters to influential men in Wall 
Street. Do you think with these letters I 
would be able to get such a position as I 
speak of? I have had seven years of com- 


mercial work, traveling, and took a course 
at the Wharton School, University of Penn- 
sylvania, with the view of taking up this 


line of work. It is not the lure of specula- 
tion that has led me to make this inquiry, 
but the fact that I am convinced that it is 
almost impossible for one ever to get 
ahead in commercial lines working as a 
salesman.—J. B. 

Good bond salesmen are always in de- 
mand, and in view of your experience, there 
would seem to be a fair chance that you 
could find a place with some good bond 
house in New York. Mr. Roger W. Bab- 
son, Wellesley Hills, Mass., gives a corre- 
spondence course in the bond business, and 
we would suggest that you write him, men- 
tioning this publication, and ask for infor- 
mation on the subject. It might pay you to 
take some one of the courses he offers be- 
fore applying for a position. 

As to advancing to an executive position, 
it would be impossible to make any predic- 
tions. This would depend on personal abil- 
ity, acquaintance with the line of business 
under consideration, and with the capitalists 
who were backing the enterprise. Your 
work at the Wharton School should be of 
decided value to you in entering the bond 
business. 


Stock Market Charts. 

I have frequently seen mention of charts, 
etc. Can you give me an idea of what is 
published along this line?—M. B. 

We have in stock a book called “Twenty- 
five years in the Stock Market,” which gives 
you the general course of the market down 
to the end of 1910. The price of this book 


has been reduced. It is now only 30 cents. 
We can also supply you with annual chart 
books containing diagrams of the averages 
of 20 rails and 12 industrials and all the 
active stocks separately, showing every one- 
point fluctuation. The price of these an- 
nual books is $2 each, postpaid. There is a 
small book published every month which 
keeps these charts down to date. Subscrip- 
tion price of this is $1.50 per year. We 
make figure charts to order. 


Execution of Odd Lot Order. 

On December 11 I bought an odd lot of 
Tennessee Copper at 36%. On Saturday, 
December 14, I put in an order to sell it at 
the market. The order was for that day 
only. Today the broker told me it was 
sold last Saturday at 36%. I looked up the 
official transactions at New York and Bos- 
ton, and found there was no sale on that 
day. I called the attention of the broker 
to this fact. He had a talk with the tele- 
graph operator who handed out a slip show- 
ing that on Saturday Tennessee Copper was 
36% bid and 36% asked. There was a 
notation on the slip to the effect that they 
had tried to get me to see if I wanted to sell 
at the bid price. They did not get me, and 
sold the stock. Is this the correct method? 

I asked the broker who his odd lot spe- 
cialist was—he said it was sold to an odd 
lot specialist—and he would not tell me. 
Can you tell me?—W. H. 

Your order seems to have been properly 
handled in every way. At the time your 
order was given to sell Tennessee Copper 
at the market, the bid price was 36%. No 
sales were recorded on that day because 
there were no sales of 100 share lots. Frac- 
tional lots are not recorded, except when 
requested. 

The trader in fractional lots may, if he so 
desires, when giving his order, specify that 
it is to be executed on the next regular quo- 
tation for 100-share lots instead of being 
executed at the current bid and asked prices. 
That was the reason why your broker en- 
deavored to reach you to see whether you 
wanted to sell at the bid price. For ex- 
ample: If there had been an actual sale of 
100 shares or more of Tennessee Copper at 
36%, the odd lot specialist would have been 
willing to pay 3634 for your odd lot on the 
basis of the 100 share quotation. When the 
bid and asked prices are only % apart, there 
is no advantage in waiting for a quotation, 
but in cases where bid and asked prices are 
14 or more apart, as in very inactive stocks, 
the odd lot trader generally gains some ad- 
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vantage by waiting for a 100 share quota- 
tion. 

We know of no reason why your broker 
should be unwilling to tell you the name of 
the odd lot specialist to whom your stock 
was sold. There are a number of firms on 
the New York Stock Exchange engaged in 
this line of business. However, this infor- 
mation would be of no special value to you, 
as all these houses would quote the same 
prices, with no variation unless accidental. 


Selling Ex-Dividend—“Sold” Quotations. 


Please advise me if certain stocks occa- 
sionally sell ex-dividend at some hour dur- 
ing the market session, as I often note the 
opening price of a stock on ex-dividend day 
to be higher than closing price of the day 
before, followed by the ex-dividend decline 
during the course of the session. 

In the New York Sun’s continuous quo- 
tations I often note a single lot of 100 shares 
or more sold at a price a point or more away 
from the preceding and following quota- 
tions for 100 share lots, and followed by the 
abbreviation “sld.” I do not see why even 
2 forced sale should not bring within % or 

4 of the last 100 share lot price in an active 
seni and during normal market conditions. 
Will you kindly explain? 

How can I learn, a few days in advance, 
the exact dates on which the active stocks 
are to sell ex-dividend? Will you please ad- 
vise me as to the exact date on which Read- 
“ns ex-dividend in September, 1911?— 

Stocks always sell ex-dividend at the 
opening of the session, and not at any hour 
during the session. 

The “sold” quotations you mention as 
appearing in the list of continuous quota- 
tions in the Sun mean that the sale took 
place at some previous time and not in the 
regular order of quotations as given. Such 
a sale may have occurred in some cases an 
hour or two before, or only a few minutes. 
The sale was overlooked or not reported 
at the time it was made, and is sent out sub- 
sequently in order to complete the records 
of the day. Hence the price of these “sold” 
quotations is no index of the market at the 
moment. 

The date when a stock will sell ex-divi- 
dend is always announced by the company 
in advance. It is the day on which the 
books are closed, so that no further trans- 
actions can be made before the dividend is 
declared. Some corporations pay the divi- 
dend to stock of record on a certain date 
without closing the books at all. In vari- 
ous publications you will find dividend cal- 
endars which show the days when all the 
important stocks will sell ex-dividend. The 
New York Sunday Times contains quite a 
complete calendar of this kind. The fact 
that our publication is a monthly prevents 
us from including such a calendar among 
our statistics, as the dividend oftentimes is 
not announced a month in advance. You 
can find out the date on which Reading sold 
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ex-dividend in September, 1911, by writing 
to the Reading Company, Philadelphia, Pa., 
for the information, or by referring to a file 
of any newspaper which records daily trans- 
actions. 


Books on Stock Market Charts. 


| wish to make a thorough study of the 
stock market, and will appreciate it if you 
will suggest and make up list of what you 
consider the best sources of information to 
be had. I shall want “Studies in Tape Read- 
ing,” and also would like to know how to 
start a chart.—E. R. 

We are sending you our catalogue, which 
will give you the desired information. You 
will notice that we have selected a list of 
books which we believe are the best for stu- 
dents. You can easily choose such as are 
adapted to your requirements. 

In regard to starting a chart, the best in- 
formation is to be found in the back num- 
bers of THe MaGazine oF Watt STREET 
The series entitled “Studies in Stock Specu- 
lation,” with which you are probably fa- 
miliar, gives some very valuable points in 
this direction, and the series now running 
called “Notes on Office Trading” gives the 
outline of a very extensive system of chart 
studies. We do not know of any book 
which explains the best chart methods. 

We always make it a point to warn the 
student that charts alone will not predict 
the fluctuations in the market, and that they 
are useful only in enabling the student to 
get a bird’s eye view of the situation and to 
fortify himself with actual knowledge of 
what the market has done and is doing. 


New York Loans and Reserves. 


In looking over my back numbers yester- 
day I found that one of your correspond- 
ents who signed himself “R. D.” I think, in 
the June number, inquired about the per- 
centage deviations of Prof. Norton’s 
book on the New York Money Market. 
You can inform him that I have all these 
percentage deviations from December 31, 
1900, where Prof. Norton’s book leaves off, 
down to date. They cover about 25 pages. 

These percentage deviations show a high 
percentage of loans and a very low per- 
centage of reserves, that is, the reserves 
are something like 20 per cent. below nor- 
mal. Of course, an over abundance of loans 
and an under supply of reserves means a 
strained financial situation, and although the 
money coming in from the country will 
probably relieve this condition in January, 
it can’t possibly cure it. We are likely to 
have bad money conditions for another year 
at least. —F. L. 

We would be much interested in looking 
over your records. Possibly we could con- 
dense these statistics in some way so as to 
present them in the magazine. Professor 
Norton’s book is a very interesting and 
suggestive one, and a completion of it down 
to date is certainly worthy of study. 
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Book Reviews 


Co-operative Finance. By Herbert Myrick. 
7 x 10 inches, 366 pages, 137 illustrations, 
with charts and complete index, cloth 
bound, price, $2.50 net. (Orange Judd 
Company.) For sale by Ticker Publish- 
ing Company. 

Mr. Myrick, who is president of the 
Orange Judd Company, publishers of four 
well-known agricultural periodicals and nu- 
merous agricultural books, has his own 
ideas in regard to banking reform. He calls 
his book “An American Method for the 
American People.—To encourage business. 
farming, home-owning, individual justice 
and national prosperity—How to reform 
banking, improve the mechanism of ex- 
change, promote co-operation, and insure 
against the possibility of a money trust, 
through combining American experience 
with scientific principles by means readily 
adapted to customs, conditions and institu- 
tions throughout the United States.” 


THE MAGAZINE OF WALL STREET. 





The book is handsomely printed, illus- 
trated with numerous diagrams and car- 
toons, and is evidently the result of much 
thought on the part of the author. 





How to Invest Money Wisely. By John 
Moody. Flexible leather, 177 pp., price, 
$2.10, postpaid. (Office of John Moody.) 
For sale by Ticker Publishing Company. 
The general plan of this book is based on 

principles for intelligently diversifying invest- 

ment capital. The scope of the book is briefly 
indicated by the following chapter headings: 

Selection of Investments, Unsound Theories, 

Proper Principles for Diversifying Invest- 

ments, The Factor of Maturity in Bonds, 

Distribution and Profit Combined, Railroad 

Stocks as Investments, Guaranteed Stocks 

as Investments, Industrial Preferred Stocks 

as Investments, Unlisted Preferred Stocks 
as Investments, Public Utility Preferred 

Stocks, Short Term Investments, Investing 

in Convertible Bonds. 








Readers frequently ask to be referred to responsible brokerage houses. In making 






such a request, please state what amount you have for investment, or in what sized lots 
you wish to deal. Also state what large city is located most conveniently to you, or if 


you have any preference in this regard. 





We refer our readers only to such houses as we would consider safe custodians of 


our own funds, but of course can take no further responsibility. 











The Figure Chart 








or WALL Street, down to date given below. 


The following figure chart completes the chart on page 108 of the July, 1910, Macazine 
It is based on the daily average closing bid price 


of 20 standard railway stocks, and gives a general view of the course of the market since 


June, 1910. 
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Essential Statistics Boiled Down 


HE figures below give a complete | comparisons for the corresponding month 
view of the financial and industrial | (or nearest month obtainable) in each of 
situation, with the best available | the four preceding years. 














Average Average PerCent. Per Cent. Per Cent. Per Cent. Money in 
Money Money Cashto Loansto Cashto Loans to Circulation 
Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 
Prime European New York New York All All First of 
Commer- Banks Clearing- Clearing- National National Month. 
cial Paper house house Banks. Banks. 
New York. Banks. Banks. 
26.2 


January, 
25.4 


December, 
November, 
January, 


“ 


*December. tNovember. 





Balance of 
Trade 
Imps. or 
Exports. 
(000 omitted) 


Balance of 
Gold 
Movements 
Excluding —Imports or 
N. Y. City. Exports. 
(000 omitted) (000 omitted) 
$6,646,417 
6,639,033 
6,113,680 
5,938,479 
5,960,915 
5,128,540 


Bank 
Clearings 
of U.S. 


New Securi- 
ties Listed 
N. Y. Stock 
Exchange 
(000 omitted) (000 om 


$159,488 
101,728 
66,855 
ae 45,291 
ae “ee 280,122 
™ . 95,549 


$15,455,139 
15,459,116 
14,225,492 
13,963,284 
15,867,654 
14,394,826 


December, 
November, 
December, 


Ex.$124,763 
Ex. 84,232 
Ex. 92,292 
Ex. 33,733 
Ex. 76,910 


Im. $1,764 
Im. 3,712 
Im. 3,646 
Ex. 8,495 
Ex. 2,204 


Price U.S. Produc- U.S. St'l 
of tion of Cop- Co. Unfill. 
Copper. per (Lbs.) (000 0’td.) 
(Cents.) (O00o0'td.) Tonnage. 
17.0 
17.4 
17.4 
14.1 
12.3 
13.6 
13.8 


Bradst’s English Whole- Produc’n 
Index of Index of sale of Iron 
Commod- Commod- Price of ( Tons.) 

ity Pes. ity Pes. PigIron. (000 o’td.) 

2,747 $17,25 

2,721 17.25 

2,722 17.25 

2,581 13.25 

2,513 14.25 

2,390 17.25 

2,197 16.25 


1913.. .. 
1912... 
1912... 
1912... 
1911.... 
ae 
1909... 


January, 
December, 
November, 
January, 


7,932 
7,852 
5,084* 
2,674t 
5,927t 
3,603§ 


143,000 
134,695 
122,896" 
123,000+ 
117,000t 


2,782 
2,630 
2,043* 
1,777t 
2,635 
1,7408 


“ 


“ 


*Dec., 1911. tDec., tDec., 1909. §Dec., 1908. 





Net 
Surplus 
of Idle 

Cars. 


January, 1913.... 
December, 1912.... 
November, 1912.... 
January, 1912.... 
| 
“ 1910.... 
: 1909.... 


17,058 
51,112* 


*Shortage. December. 


Building 
Operations, 
Twenty 
Cities. 


$46,554,559 
38,542,414 


33,609,9407 
36,457 ,881t 
37,208,000 


Business 
Failures. 
Total 
Liabilities. 
$17,853,506 
14,739,068 
"18,685,429t 
21,231,002t 
13,399,583+ 


Crop 


Conditions. 


Winter 
Wheat. 


93.2 

86.6+ 
82.5+ 
95.8T 


Babson’s 
Average, 
10 Leading 
R. R. Bonds. 
96.2 
95.3 
96.4 
97.9 
98.6 
100.3 
101.8 








The Situation Summarized 





[While an attempt is here made to divide the important factors into favorable and 


unfavorable, this classification is for convenience only. 


It should be fully recognized 


that the same factor may have a bullish effect in one direction and bearish in another, 
or may be bullish in its immediate influence, but containing dangerous possibilities for 


the future. 


Also, it would be impossible to strike a balance in this way, as one bullish 


factor might be so important as to outweigh all bearish considerations, or vice versa.] 


Favorable 

ALL MONEY RATES at New York are 
( back to normal and commercial 
paper is down to 5% after holding at 
6% for over three months. A moderate ex- 
cess of deposits over loans of New York 
clearinghouse banks has accumulated, as is 

usual at this season of the year. 

Pujo investigation is drawing to a close. 
A good deal of interesting information has 
been obtained, but the immediate effect on 
holders of securities has been depressing, 
and the end will be a relief. 

Total liabilities of business failures were 
less during the last three months of 1912 
than in either 1911 or 1910. For the year 
1912, as a whole, however, liabilities were 
the largest since 1893, with exception of 
1907 and 1908. 

Balance of trade still runs heavily in 
favor of this country. Excess of exports 
for the year was largest on record, with ex- 
ception of 1908, 1901 and 1898. Gold im- 
ports, however, were very moderate in 
amount, owing to large sales of American 
securities by European holders. 

Pig iron output for 1912 broke all pre- 
vious records at over 29,000,000 tons. The 
price has remained nearly stationary for 
two months. 

Unfilled tonnage of U. S. Steel Corpora- 
tion now the largest since 1906. There is a 
falling off in the rate of increase, daily or- 
ders in December being about 46,000 tons 
against 80,000 tons in October. 

Reading dividend raised to 8%, indicating 
that the Ries banking interests which con- 
trol this company see a prospect of good 
earnings ahead. 

Heavy purchases of equipment by the 
railroads continue. This is largely bec: use 
of big crops and resulting increase in gen- 
eral business. 

Baltimore and Ohio will make extensive 
improvements between Cumberland and 
Pittsburgh, to be paid for out of the recent 
$65,000,000 bond issue. 

The large short interest in the stock mar- 
ket at this writing certainly adds an ele- 
ment of strength to the situation. 


c 


Unfavorable 


NTINUED HIGH MONEY ABROAD owing to 
( heavy war expenditures and nerv- 
ousness as to the possibilities of 
further complications before the Balkan 
question is settled. As the war came on 
top of a heavy demand for capital for state 
and industrial purposes, it would appear 
that a continuance of relatively high rates 
must be expected. 

Stock Exchange seats now lower than in 
the panic of 1907. This undoubtedly re- 
flects a certain degree of discouragement 
among financial interests. 

Output of new securities during 1912 was 
about $2,150,000,000, which is the largest on 
record. Most of these securities were sold 
on a relatively high income basis, reflecting 
the urgent demands for capital. 

Gold ‘exports of about $12,000,000, due to 
high money abroad and easy money on this 
side. Settlement of Balkan difficulties 
would probably end this outward movement 
of gold. 

Price of copper has declined after being 
held at 17% cents by large interests for 
months past. Continued European unset- 
tlement has checked the foreign demand, 
compelling concessions by sellers. United 
States stocks of the metal on hand are the 
largest for a year, but are not abnormally 
heavy 

Bank clearings have fallen off since Octo- 
ber, although this is a period of the year 
when they generally increase. 

The N. Y. garment workers’ strike is in- 
terfering seriously with business in that 
line. 

Gross earnings of 63 roads increased $45,- 
000,000 in 1912, but operating income de- 
creased $8,000,000. Gross earnings have 
fallen off more than usual in December as 
compared with preceding months. 

Union Pacific & Southern Pacific segre- 
gation not yet solved. While this hangs 
fire, it is a depressing influence, but there is 
no indication that the earnings of either 
road will suffer materially as a result of 
their separation. 

Tariff hearings in Congress, now in prog- 
ress, serve to remind us of the uncertain- 
ties of the industrial future. 














The Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 








HE general course of railroad stocks 
for ten years is shown in chart form 
below. The last week given is that 

ending Jan. 18, 1913. 

The diagram also shows, in millions of 
dollars, the course of excess deposits and 
surplus reserves of New York clearing- 
house banks (excluding the trust com- 
panies). The zero line represents equality 
of deposits and loans. 

I have changed the deposit-loan line this 
month to eliminate fluctuations which are 
due merely to the season of the year. . This 
subject will be more fully discussed in an 
article in the March issue. 

The principal effect of the change is to 
raise the line during the last quarter of each 
year, when money flows away from New 
York to move the crops. It is in that 
quarter that the most extreme depressions 
in the excess of deposits have always taken 
place, causing the diagram as previously 


used to be slightly misleading at that sea- 


son. 
There has been a normal inflow of cash 
this month to New York, but surplus re- 


serves and excess deposits have been kept 
from showing any heavy increase by the 
rapid expansion of loans. The high »oint 
of loans 1s generally reached in March. In 
1909 it was reached in February (figuring on 
Babson’s monthly averages), and was only 
$7,000,000 over the average for December, 
1408. This was because we were still in the 
aftermath of the business liquidation of 
1908. In 1910 the average for March was 
$53,000,000 over the preceding December 
in 1911 the high point of April was $127,000,- 
000 over the preceding December; and in 
1912 the high came in March, and was $115,- 
000,000 over the preceding December. 

So far, the rise in loans since last De- 
cember has been $85,000,000. This looks 
pretty large, but of course the average for 
the month will not increase so much as that. 
In short, | see nothing abnormal in the 
movements of money and credit so far this 
year. The real test will come in March and 
April, when money is needed for the spring 
business all over the country. A heavy 
spring business would mean a further de- 
ficit of deposits under loans, and even a 
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moderate business, with decreased profits 
for business men, would mean tne same 
thing. 

Copper. One of the most interesting de- 
velopments of the month has been the 
break in the price of electrolytic copper 
from the high mark of 17%c., where it had 
been held for months past. According to 
the Copper Producers’ figures, U. S. pro- 
duction increased steadily from 111,876,000 
pounds in November, 1911, to 145,000,000 
pounds in August, 1912, since which date it 
has remained nearly stationary around 140,- 
000,000 pounds. This growing production 
did not begin to appear in the UV. S. visible 
supply of copper until October, 1912, al- 
though there must have been before that 
date a considerable accumulation of invisi- 
ble stocks on hand. From 46,701,000 pounds 
in the U. S. visible on September 1, there 
was a steady advance to 105,312,000 pounds 
January 1, 1913; and in the same time the 
world’s visible rose from 148,993,000 pounds 
to 195,783,000. 

U. S. production has reached the largest 
figures ever recorded, but the world’s visi- 
ble is still a little smaller than in January, 
1912, and the U. S. visible is only 16,000,000 
greater than last year at this season. 

It is plain that stocks of copper, while in- 
creasing, are not abnormally large. The 
question is, therefore, whether the world’s 
demand will continue heavy enough to ab- 
sorb our greatly increased production. 
Producers appear to have been counting on 
a heavy foreign consumption and this ex- 
pectation has been considerably interfered 
with by the Balkan war, with the resulting 
panic in Austria, high money rates all over 
Europe, hoarding of gold in Germany and 
in France, and the general nervousness in 
business circles. 

Even with the Balkan difficulties all out 
of the way, business in Europe* could not 
be expected to recover at once from the 
shock it has sustained. In the meantime, 
business in the United States appears to be 
slowing down a little, partly because of the 
approaching change of administration and 
the resulting uncertainties, and partly be- 
cause business men in many lines have for 
a long time been operating at reducd profits. 

It is probable that such considerations as 
these have led copper producers to lower 
their demands in the matter of prices; yet 
there seems no good reason to doubt that 
a good business in copper will continue to 
be done. Even at 15-cent copper, most of 
the leading mines can operate at profits 
which will compare favorably with those in 
other lines of business. It is likely enough 
that we have seen the high prices for cop- 
per metal for the present; but there is cer- 
tainly no reason for the extravagantly bear- 
ish opinions which are being expressed in 
some quarters. 

Cost of Living Figures.—Our old friend, 
Gen. Hi Kostof Livin, is still in control of 


THE MAGAZINE OF WALL STREET. 


the field of battle. Bradstreet’s index num- 
ber for January 1 was 9.50, which is practi- 
cally the high notch, and compares with 
8.46 no longer ago than May, 1911. Such a 
rapid increase in prices would naturally 
stimulate business activity and speculation, 
but in this case it has done so only to a 
moderate and limited extent. 

Farmers, manufacturers, business men and 
consumers have been passing these in- 
creased costs around from one to another 
for a dozen years without being able to find 
any final resting-place for them. For a time 
the investor suffered, through the reduced 
purchasing power of his income; but re- 
cently he too has rebelled and will not fur- 
nish money for new enterprises except at a 
higher rate of interest than formerly. The 
continuous performance in which each fel- 
low has been holding up the other fellow, 
around and around in a circle, shows signs 
of being played out. 

Personally I must admit I can’t see any 
solution except business liquidation until we 
are down on a more solid footing again. It 
appears to me that prices have outrun the 
increased gold production, outrun the sup- 
ply of money in circulation, and outrun the 
paying capacity of consumers. 

Radical Sentiment.—This increased cost 
of living is, of course, the principal cause 
of the innumerable investigations and pro- 
posed reforms to which the business world 
is being subjected. Radical<sentiment has 
spread amazingly among the public. For 
example, the total Socialist vote at the last 
election—which has been reported by very 
few papers and may therefore be news to 
some of our readers—was ~ grt 
909,000, against 424,000 in 1908, 408,000 in 
1904, and 96,000 in 1900. Allowing for the 
fact that some of the Socialist vote was un- 
counted or returned as “scattering,” about 
one voter in 16 all over the United States 
cast that ticket into the ballot box—and 
this in spite of the fact that Roosevelt made 
a strong bid in his platform for Socialist 
support by adopting numerous Socialist 
planks, and that Wilson assumed a decidedly 
radical tone throughout most of his campaign. 
A body of voters nearly 1,000,000 strong de- 
manding a complete change in the organi- 
zation of society cannot be ignored as an 
indication of the trend of public thought. 

Politics. —The attitude of President-elect 
Wilson and of the Democratic leaders shows 
clearly that we are far from being out of 
the zone of political disturbances. How 
much will really be accomplished toward 
the reduction of the tariff can only be 
guessed at this time, but a certain amount 
of unsettlement must result from the agita- 
tion of the question, whether the eventual 
results be good or evil. Our banking and 
currency laws will be the vortex of another 
whirlpool. It seems to me that for the 
present caution must be the watchword of 
the investor. 





